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The  Economic  Situation  of  Europe 

By  JESSE  S.  ROBINSON 
Chairman,  Departraent  of  Economics,  Carleton  College, 

Northfield,  Minnesota 


IT  18  the  aim  of  this  special  number 
on  International  Postwar  Problems 
to  give  a  comprehensive  picture  of 
postwar  conditions  prevailing  in  wide¬ 
ly  scattered  parts  of  the  world.  The 
editor  of  this  issue  has  just  returned 
from  a  trip  to  Europe.  He  has  had  an 
opportunity  to  visit  nine  of  the  im¬ 
portant  countries  of  Europe,  including 
Germany,  and  these  countries  account 
for  65  percent  of  the  prewar  industrial 
production  of  Europe  (excluding  the 
Soviet  Union,  of  course,  for  which 
figures  are  not  available)  and  over  half 
of  its  agricultural  production.  He  had 
interviews  with  many  government  and 
industrial  leaders,  as  well  as  educa¬ 
tional  and  research  directors,  who  are 
familiar  with  Europe’s  pressing  eco¬ 
nomic  problems.  It  would  seem,  there¬ 
fore,  that  some  conclusions  may  be 
drawn  on  the  basis  of  fair  samples  of 
countries. 

Since  Europe  may  rightly  be  con¬ 
sidered  the  powder-keg  of  present-day 
international  tensions,  it  may  be  de¬ 
sirable  to  begin  our  presentation  of 
problems  with  an  analysis  of  the  dom¬ 
inant  features  of  the  economic  situa¬ 
tion  of  Europe  as  a  whole  before  pre- 

1  The  data  lor  this  article  are  drawn 
conditions  that  was  published  in  April 
Economic  Commission  for  Europe. 


senting  a  series  of  separate  pictures  of 
the  situation  prevailing  in  particular 
countries  that  are  typical  of  conditions 
that  exist  in  other  countries.  I  shall 
try  to  point  out  those  problems  that 
are  common  to  all  nations  of  Europe 
rather  than  those  that  are  peculiar  to 
individual  countries. 

Any  analysis  of  Europe’s  postwar 
economic  problems  must  include  four 
main  considerations:  (1)  the  recovery 
of  production;  (^)  the  recovery  of 
trade;  (3)  the  balance  of  payments; 
and  (4)  the  problem  of  inflation.* 

Becovery  of  Production 

Europe  achieved  a  rapid  recovery 
in  the  eighteen  months  following  the 
cessation  of  hostilities.  An  analysis 
of  fifteen  nations  showed  that  the  level 
of  industrial  production  rose  from  60 
percent  of  prewar  in  the  latter  half  of 
1945  to  83  percent  at  the  end  of  1946, 
or  98  percent  if  Germany  is  excluded. 
Since  that  time  there  has  been  little 
significant  progress.  The  average  was 
raised  in  particular  by  the  production 
of  the  “heavy  industries” — iron  and 
steel,  engineering,  and  chemicals — in- 

from  the  excellent  study  of  current  economic 
by  the  Secretariat  of  the  United  Nations 
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dustries  that  actually  produced  above 
the  level  of  1938, 

Agricultural  production  made  a  less 
favorable  showing,  because  of  the 
shortages  of  manpower,  fertilizers, 
and  equipment,  as  well  as  the  unfavor¬ 
able  weather.  For  the  crop  year  of 
1946-47  production  reached  75  per¬ 
cent  of  prewar.  The  prewar  surplus 
areas  of  Easteni  Europe  showed  the 
greatest  decrease  in  production  as  com¬ 
pared  with  1938.  The  fall  in  agricul¬ 
tural  production  from  the  prewar  level 
was  most  evident  in  meats  and  fats, 
less  so  in  wheat,  potatoes,  and  sugar. 
The  level  of  food  consumption  for 
Europe  as  a  whole  for  1946-47  would 
seem  to  have  been  about  70  to  80  per¬ 
cent  of  prewar,  judging  from  produc¬ 
tion  and  import  figures. 

Transportation  by  rail  made  a  re 
markable  recovery',  in  spite  of  great 
war  damage,  and  by  the  end  of  1947 
trafiic  in  ton-miles  was  about  25  per¬ 
cent  over  prewar  levels. 

Comparing  postwar  periods  of 
World  War  I  and  World  War  II,  one 
notes  the  interesting  fact  that  indus¬ 
trial  recovery  was  definitely  higher 
after  the  Second  World  War — except¬ 
ing  Germany,  of  course — partly  as  a 
result  of  better  organization  and 
planning. 

Kecovery  of  Trade 

After  a  healthy  recovery  in  1946, 
Europe’s  trade  in  1947  could  only  be 
descril)ed  as  moderate.  Pleasured  in 
1938  j)rices,  exports  were  only  64  per¬ 
cent  and  imjK)rts  49  percent  of  the 
prewar  year.  The  decline  was  espe¬ 
cially  great  in  intra-European  trade, 
which  had  fallen  to  56  percent,  where¬ 
as  trade  with  non-European  countries 
stood  at  78  percent. 

An  analysis  of  European  trade  re¬ 


veals  a  number  of  interesting  facts; 

1.  Virtually  all  European  coun¬ 
tries  (with  the  striking  exception  of 
the  United  Kingdom)  have  increased 
imports  much  more  than  exports.  This 
is  due  largely  to  the  physical  effects 
of  the  war,  but  also  to  inflation,  which 
tended  to  encourage  imports  and  to 
discourage  exports. 

2.  Germany,  formerly  a  source  of 
supply  and  a  market  of  prime  import¬ 
ance,  occupies  the  position  of  greatest 
decline.  Its  exports  have  fallen  to  9 
percent  and  its  imports  to  18  percent 
of  prewar  figures. 

3.  Intra-European  trade  in  food 
stuffs  and  raw  materials  decreased  to 
about  one-half  of  the  prewar  volume. 
This  serious  decline  has  increased 
Europe’s  dependence  on  overseas  sup¬ 
plies,  particularly  of  grain  and  coal. 

4.  While  total  overseas  imports  in¬ 
to  Europe  were  only  7  percent  higher 
than  prewar  in  1947,  the  volume  of 
imports  from  the  United  States  was 
130  percent  higher  than  in  1938. 
Nine-tenths  of  this  increase  in  imports 
from  the  United  States  consisted  of 
relief  and  reconstruction  goods — food¬ 
stuffs,  raw  materials,  and  equipment. 

5.  In  intra-European  trade  there 
has  been  a  tendency  to  exchange  not 
only  essential  products  but  also  luxury 
goods.  This  is  due  to  the  fact  that  in¬ 
flation  creates  strong  demand  for  such 
goods  in  Europe,  and  the  further  fact 
that  currency  overvaluation  tends  to 
prevent  the  sale  of  luxury  goods  in 
hard-currency  markets. 

Balance  of  Payments 

The  most  critical  feature  of  Eur¬ 
ope’s  current  economic  situation  is  un¬ 
doubtedly  the  huge  deficit  in  its  over¬ 
seas  balance  of  payments,  together  with 
the  attendant  shortage  of  hard  curren- 
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cies  (particularly  dollars)  to  maintain 
imports.  This  deficit  amounted  to 
nearly  $6  billion  in  1946  and  $7.5  bil¬ 
lion  in  1947.  A  fall  in  receipts  from 
“invisible  items,”  i.e.,  investment  in¬ 
come,  shipping,  travel  expenditures, 
and  other  services,  accounts  for  nearly 
$3  billion  of  this  deficit.  Those  “in¬ 
visible  exports”  had  permitted  an  ex¬ 
cess  of  imports  over  exports  of  about 
$2  billion.  So,  even  if  prewar  levels 
of  imports  and  exports  can  be  restored, 
the  gap  left  by  the  disappearance  of 
these  items  will  have  to  be  filled  in 
some  way.  At  1938  pricjis,  to  fill  this 
gap  of  $2  billion  would  require  a  56 
percent  increase  in  merchandise  ex¬ 
ports  or  a  36  percent  reduction  in  mer¬ 
chandise  imports.  At  current  (in¬ 
flated)  prices  the  1947  deficit  is  esti¬ 
mated  at  $7.5  billion,  of  which  $2.7 
billion  is  due  to  the  loss  of  invisible 
receipts  and  $4.8  billions  to  the  ad¬ 
verse  merchandise  balance  of  trade. 

It  is  quite  apparent  that  equilibri- 
iim  cannot  be  restored  without  great 
change  in  the  European  economy. 
Such  an  adjustment  will  no  doubt  re¬ 
quire  considerable  time  and  whatever 
assistance  from  abroad  that  can  be 
provided.  It  may  be  possible  for 
Europe  to  increase  her  capacity  to  ex¬ 
port  by  developing  the  heavy  indus¬ 
tries  of  iron  and  steel  and  chemicals 
so  as  to  provide  substitutes  for  over^ 
seas  imjwrts.  If  so,  European  coun¬ 
tries  will  need  to  expand  their  produc¬ 
tion  over  prewar  output  by  (say)  50 
percent  to  fill  the  gap  above  indicated. 
This  is  a  task  of  great  magnitude. 

Problem  of  Inflation 

The  prospects  of  raising  the  pro¬ 
ductivity  of  European  industry — and 
thus  Europe’s  ability  to  export  and  to 
restore  equilibrium  in  her  balance  of 


payments  to  non-European  countries 
— are  closely  bound  up  with  the  ques¬ 
tion  of  monetary  and  financial  stabil¬ 
ity.  In  practically  all  European 
countries  a  strong  inflationary  tend¬ 
ency  has  followed  the  war.  This  tend¬ 
ency  has  been  counteracted  by  methods 
of  price  control  in  some  countries,  or 
what  is  known  as  “suppressed”  infla¬ 
tion.  In  other  countries  there  was  no 
attempt  to  regulate  prices,  and  “open” 
inflation  resulted.  Although  the  ex¬ 
tent  of  the  postwar  price  inflation 
varied  greatly  in  different  European 
countries,  few  if  any  of  these  coun¬ 
tries  w’ere  able  to  hold  it  in  check. 

Inflation  remains  as  one  of  the  ma¬ 
jor  functions  impeding  the  progress  of 
reconstruction.  It  tends  to  distort  the 
price  structure  by  raising  consumption 
above  available  resources.  It  also  en¬ 
courages  imports  and  discourages  ex¬ 
ports,  thereby  making  more  diflBcult 
the  problem  of  balancing  payments. 
Finally,  it  tends  to  raise  real  costs  of 
production  by  introducing  wasteful 
methods  or  by  weakening  the  incen¬ 
tive  to  work. 

It  is  evident  that  one  of  the  main 
conditions  of  monetary  stability  is  to 
balance  the  national  budget.  The  bud¬ 
get  deficit  of  a  number  of  European 
countries  amounts  to  as  much  as  half 
the  total  prewar  expenditures.  In 
these  countries  where  the  incentive  to 
save  has  been  w^eakened  or  where  in¬ 
flation  has  encouraged  a  great  deal  of 
speculative  investment,  the  necessary 
measure  for  re-establishing  stability 
may  have  to  be  fairly  drastic  enforced 
savings  by  means  of  taxation  or  by 
some  other  methods. 

The  inflationary  pressure  in  Euro¬ 
pean  countries  has  had  adverse  effects 
on  trade.  After  World  War  I  the  gen¬ 
eral  experience  was  that  the  external 
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value  of  the  currency  as  measured  by  question  usually  comes  in  this  form, 
foreign  exchange  rates  fell  faster  than  “What  do  you  think  is  going  to  hap- 
the  internal  value  as  indicated  by  the  pen  in  Europe  ?”  There  are,  of  course, 
price  level.  This  gave  an  impetus  to  the  modern  Jeremiahs  who  predict  the 
exports  and  discouraged  imports,  utter  doom  of  Europe,  and  hold  that 
Since  that  time,  methods  of  exchange  Europe  may  never  fully  recover,  or  at 
control  have  been  so  perfected  that  at  least  not  for  a  long  time.  There  are 
the  end  of  World  War  II  all  countries  also  the  Pollyannas  who  write  of 
were  operating  fixed  official  rates  of  ex-  “good  news”  from  Europe,  and  pick 
change  at  which  foreign  transactions  isolated  instances  of  the  three-year 
took  place.  In  countries  with  open  in-  “miracle”  in  Europe’s  factories,  on 
flation,  currencies  have  been  consid-  farms,  and  in  collieries.  This  may  be 
erably  overvalued,  particularly  in  rela-  good  psychology,  but  not  good  eco- 
tion  to  the  dollar.  In  some  cases,  over-  nomics.  The  answer  to  the  riddle  may 
valuation  ivas  pursued  as  a  policy  be  looked  for  in  a  proper  appraisal  of 
to  improve  the  terms  of  trade  and  the  factors  that  have  been  indicated, 
thus  buy  much-needed  imports  more  the  economic  factors  of  production, 
cheaply.  trade,  the  balance  of  payments,  and 

In  countries  with  suppressed  infla-  monetary  and  financial  stability, 
tion  the  overvaluation  of  the  currency  In  the  first  two  years  after  the  war 
was  less  marked,  but  the  monetary  de-  the  speed  of  industrial  recovery  was 
mand  has  tended  to  create  much  the  limited  by  the  available  supplies  of 
same  effect  of  encouraging  imports  ^nel  and  power  and  materials.  With 
and  discouraging  exports.  In  the  one  improvement  in  the  fuel  and  materials 
case,  high  prices  produced  the  adverse  Position,  the  main  bottlenecks  will 
effect  on  trade,  and  in  the  other  it  was  manufacturing  stages 

the  excess  of  demand  over  supply  in  ^he  process  of  producing  finished 
the  home  markets.  In  the  case  of  the  ^ut  these  should  be  more  easily 

United  Kingdom  with  its  suppressed  overcome  than  the  shortages  of  basic 
inflation,  there  has  been  less  difficultv  "materials  that  plagued  European  in- 
in  exporting  goods  up  to  the  present 

time.  It  is  brought  about  by  limiting  There  is  the  problem  of  manpower, 
the  proportion  of  output  that  manufac-  ^ifb  manpower  reserves  practically 
tnrers  are  allowed  to  sell  in  the  home  exhausted  and  with  no  unemployment 
market.  There  is  the  danger,  however,  practically  all  European  countries 
that  export  markets  may  be  lost  to  increases  in  pro¬ 

competitors  because  the  exchange  rate  duction  must  come  from  increased  pro¬ 
may  be  adjusted  too  late.  diictivity  per  man-hour  through  an  in¬ 

crease  in  equipment  and  by  better 
Eccovery  Prospects  methods  of  organization.  Perhaps  in- 

This,  then,  is  the  picture  of  the  gen-  creased  international  migration  of 
eral  economic  situation  of  Europe,  labor  from  a  country  like  Italy  that 
What  are  the  prospects  of  recovery  ?  has  a  labor  surplus  may  help  to  pro- 
The  task  of  an  economic  prophet  is  vide  a  solution.  Provided  high  levels 
a  hazardous  one.  It  is  nonetheless  of  employment  continue,  and  provided 
what  is  most  frequently  wanted.  The  intra-European  trade  can  be  developed 
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through  multilateral  instead  of  bila¬ 
teral  .trade  agreements,  and  provided 
further  that  financial  difficulties  and 
trade  controls  do  not  cause  an  intei> 
ruption  of  the  free  flow  of  goods  from 
overseas,  it  would  appear  that  produc¬ 
tion  goals  may  be  attained  by  the  early 
1950’s. 

As  pointed  out  previously,  it  has 
been  estimated  by  competent  authority 
that,  assuming  industrial  and  agricul¬ 
tural  production  are  restored  to  pre¬ 
war  levels,  and  assuming  relief  and  re¬ 
construction  imports  can  be  dispensed 
with,  an  expansion  of  $2  billion  (in 
1938  prices)  in  Europe’s  heavy  in¬ 
dustries  will  be  required  to  fill  the 
gap  in  the  adverse  balance  of  pay¬ 
ments.  This  means  that  the  heavy  in¬ 
dustries  of  European^  countries  (ex¬ 
cluding  Germany)  would  need  to  be 
expanded  40  to  50  percent  over  1938 
production  to  meet  this  requirement. 
A  fully  recovered  Europe,  then,  must 
await  perhaps  the  solution  of  the  Ger¬ 
man  situation. 

Agricultural  production  will  scarce¬ 
ly  be  restored  to  prewar  levels  accord¬ 


ing  to  present  plans  even  by  1951. 
Further,  it  appears  that,  if  farm  out¬ 
put  is  restored  to  prewar  levels  of  pro¬ 
duction,  a  substantial  increase  in  over¬ 
seas  food  imports  will  be  required  to 
bring  Europe’s  total  foodstuff  supplies 
up  to  her  prewar  standard  of  living, 
without  allowing  any  margin  for  the 
increase  in  population. 

Thus,  concludes  the  survey  of  the 
UN  Economic  Commission  for  Eur¬ 
ope,  it  would  appear  that  “even  if  the 
current  plans  of  the  European  coun¬ 
tries  were  fully  realized,  the  attain¬ 
ment  of  an  equilibrium  in  the  balance 
of  payments  without  a  reduction  in 
standards  of  living  would  not  be 
assured  at  the  end  year  of  the  plans 
(1951),  owing  to  the  difficulty  of  re¬ 
ducing  oversea  imports,  particularly 
of  foodstuffs  and  manufactured  equip¬ 
ment,  to  their  prewar  level.”  In  other 
words,  the  European  outlook  is  not 
bright  for  some  years  to  come  without 
continued  financial  assistance  from 
abroad,  primarily  from  the  United 
States  of  America. 
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Monetary  Instability  in 

an  Unstable  World 

By  FLOYD  A.  BOND 

Chairman-,  Department  of  Economics,  Pomona  College, 

Claremont,  California 

During  the  past  ten  years  every  may  be  considered  as  fairly  typical  of 
country  of  the  world  has  experi-  most  of  North  and  South  America,  the 
enced  the  disrupting  influence  of  United  Kingdom,  and  such  European 
rising  prices.  Whereas  during  the  countries  as  Sweden  and  Switzerland, 
nineteen  thirties  the  world  curse  was  There  are  differences  to  be  sure,  but 
deflation  and  unemployment,  during  as  compared  to  most  of  the  nations  of 
the  present  decade  the  world  scourge  Europe  and  Asia,  the  above  mentioned 
has  been  inflation  and  war.  Few  of  countries  were  highly  successful  in 
the  two  billion  inhabitants  of  the  earth  combatting  the  depreciation  of  their 
have  escaped  the  ravages  of  world  con-  currencies. 

flict  and  the  havoc  of  world  inflation.  In  France,  for  example,  a  consumer 
And  as  will  be  shown  later  in  this  arti-  can  buy  less  than  one-twentieth  as 
cle,  the  two  are  bound  together  like  much  food  with  his  franc  in  the  sum- 
Siamese  twins.  mer  of  1948  as  he  was  able  to  buy 

Currency  Depreciation  in  Selected  prior  to  the  war;  or,  to  state  the  same 
C mint rics.— What  inflation  means  to  fact  in  a  slightly  different  way,  the 
the  various  peoples  of  the  earth  can  food  buying  power  of  French  money 
be  seen  best  with  specific  examples.’  has  declined  95  percent  during  the  last 
In  the  LTnited  States  where  a  relative-  decade.  During  the  same  period,  the 
ly  high  degree  of  stability  has  been  Italian  lira  declined  in  value  about  98 
maintained  in  spite  of  the  war,  a  dol-  percent. 

lar  will  buy  one-half  as  much  food  and  In  Greece,  to  take  a  still  more  ex¬ 
clothing  in  the  summer  of  1948  as  it  treme  case,  the  cost-of-living  index  was 
did  ten  years  earlier.  In  terms  of  all  27,180  percent  higher  in  November 
consumer  items  purchased  by  moderate  of  1947  than  in  1939.  This  amounts 
income  families  in  large  cities,  the  dol-  to  a  depreciation  in  the  value  of  the 
lar  has  lost  over  40  percent  of  its  drachma  of  over  99  percent.  And  in 
value,  and  in  wholesale  markets  it  has  Poland,  the  currency  was  worth  only 
lost  well  over  half  of  its  purchasing  .6  percent  of  its  prewar  value  by  the 
power.  end  of  1947. 

The  experience  of  the  United  States  The  most  striking  example  of  infla- 

1  Most  of  the  statistical  information  contained  in  this  article  has  been  derived 
from  data  which  may  be  found  in  publications  of  the  Bureau  of  Labor  Statistics,  the 
Federal  Reserve  HuUetin  published  by  the  Board  of  Governors  of  the  Federal  Reserve 
System,  the  Riirrcy  of  Current  Itusiness  published  by  the  Department  of  Commerce,  or 
the  Monthly  RuUetin  of  t^totisties  published  by  the  Statistical  Office  of  the  United 
Nations. 


140 


MONETARY  INSTABILITY  IN  AN  UNSTABLE  WORLD 


141 


tion,  however,  is  to  be  found  in  China. 
In  March  of  this  year,  the  Chinese 
currency  was  worth  only  .0005  percent 
of  its  1937  value;  it  had  depreciated 
in  value  approximately  99.9995  per¬ 
cent.  In  1937,  it  required  about  three 
and  one-third  Chinese  dollars  to  buy 
one  American  dollar,  whereas  at  the 
end  of  June,  1948,  it  requires  four 
million  Chinese  dollars  to  buy  one 
American  dollar.* 

Ejfects  of  Currency  DeprecicUion  on 
People. — The  significance  of  these 
changes  in  the  value  of  national  cur¬ 
rencies  can  be  seen  most  clearly  in  the 
extreme  cases  of  currency  instability. 

A  Chinese  millionaire  in  1937  who 
retained  his  wealth  in  the  form  of 
Chinese  dollars  would  have  been  worth 
about  one  American  quarter  at  the  end 
of  June,  1948,  and  the  American 
quarter,  in  turn,  w’ould  have  had  the 
value  of  about  fifteen  prewar  cents. 
Moreover,  the  millionaire  would  have 
fared  little  or  no  better  if  he  had  put 
his  money  in  a  savings  bank,  bought 
high-grade  bonds,  invested  in  choice 
mortgages,  or  purchased  an  annuity 
contract  from  the  strongest  and  sound¬ 
est  insurance  company  in  the  country^.* 
All  contracts  fixing  the  number  of 
units  of  Chinese  currency  to  be  re¬ 
ceived  at  some  later  date  would  im¬ 
pose  the  same  loss  of  value  on  the  in¬ 
vestor  if  allowed  to  run  for  the  same 
duration.  And  all  investors,  large  and 
small,  would  lose  in  proportion  to  their 
holdings. 


The  inflation  squeeze  is  probably 
hardest,  however,  on  those  individuals 
whose  current  incomes  rise  less  rapid¬ 
ly  than  consumer  prices.  Wage  earn¬ 
ers  or  salaried  employees  caught  in 
such  circumstances  are  faced  with  the 
unpleasant  alternative  of  cutting  into 
past  or  present  savings  or  of  tighten¬ 
ing  their  belts.  Accustomed  expendi¬ 
tures  will  no  longer  maintain  accus¬ 
tomed  living  standards.  And  reduc¬ 
tions  in  the  accustomed  plane-of-living 
are  always  very  painful  and  most  dis¬ 
couraging. 

The  hardship  is  most  severe  during 
the  acute  phases  of  the  inflation  be¬ 
cause  it  is  at  this  point  that  price  dis¬ 
tortions  are  greatest.  It  is  estimated, 
for  example,  that  prices  in  China  in¬ 
creased  on  the  average  by  300  percent 
during  the  single  month  of  June,  1948, 
whereas  wages,  adjusted  upward  once 
each  month  on  the  basis  of  the  previous 
month’s  price  advances,  did  not  in¬ 
crease  at  all  during  the  month  of  June. 
The  result  was  a  sharp  reduction  in 
the  real  income  of  the  workers,  many 
of  whom  were  already  on  the  brink  of 
starvation.  The  price  of  rice,  the 
principal  food  of  the  Chinese  people, 
doubled  in  the  course  of  a  few  days 
and  many  shops  found  it  necessary  to 
adjust  the  prices  of  many  articles  sev¬ 
eral  times  each  day.  Rationed  United 
States  rice,  sold  at  a  price  fixed  at  the 
beginning  of  June,  is  reported  to  have 
saved  many  people  from  slow  starva¬ 
tion.^ 


2  The  rate  quoted  is  for  the  free  market  in  Shanghai.  The  “official  rate”  is  of 
course  lower.  An  attempt  to  prevent  transactions  at  the  higher  rate  by  making  such 
transactions  illegal,  however,  was  not  particularly  successful,  judging  from  reports 
reaching  the  United  States. 

3  The  best  hedge  against  inflation  in  one’s  own  country  is  often  the  purchase  of 
the  currency  of  another  country.  Thus,  the  Chinese  millionaire  might  have  purchased 
.American  dollars  prior  to  the  inflation  and  thus  conserved  his  fortune.  But  when  more 
individuals  try  this,  the  resulting  “flight  from  the  currency”  of  their  native  country 
will  make  the  exchange  rate  very  unstable.  This  problem  is  often  referred  to  as  the 
“hot  money”  problem. 

4  The  New  York  Times,  June  26,  1948. 
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Even  in  the  United  States,  where  Even  when  the  inflation  is  moderate, 
currency  depreciation  is  mild  in  com-  as  in  the  United  States,  these  income 
parison  with  most  countries  of  Europe  distortions  have  serious  consequences 
and  Asia,  the  pinch  of  higher  prices  for  the  future.  The  low  real  income 
has  been  keenly  felt  and  much  dis-  of  school  teachers,  for  example,  has 
cussed.  Organized  labor  has  exerted  the  effect  of  causing  many  teachers, 
considerable  pressure  to  maintain  or  including  some  of  the  most  able,  to 
raise  the  real  income  of  its  members,  shift  to  other  occupations  and  of  caus- 
consumer  organizations  have  had  ing  many  fine  young  men  and  women 
“drives”  against  high  prices  and  “pro-  who  are  ideally  suited  to  the  profes- 
fiteering,”  business  groups  have  issued  sion  to  shun  teaching  as  a  career.  The 
numerous  “statements”  on  the  subject  result  is  heavier  teaching  loads  and 
and  on  the  policy  of  their  group  with  less  prestige  for  those  who  remain.® 
respect  to  it,  and  politicians  have  given  The  quality  of  the  product  suffers  an 
numerous  speeches  on  its  causes  and  unavoidable  deterioration  in  spite  of 
control.  The  income  groups  hardest  the  valiant  efforts  of  public-spirited  in¬ 
hit  have  been  the  school  teachers,  the  dividuals  who  remain  in  the  profes- 
white-collared  employees,  government  sion  and  who  continue  to  give  their 
employees,  and  unorganized  labor.®  best  for  a  smaller  and  smaller  compen- 
Normal  income  relationships  have  sation  in  real  commodies  and  services, 
been  badly  distorted.  Some  teachers  1'^®  to  society  of  this  situation, 
have  found  themselves  receiving  less,  which  is  the  direct  outgrowth  of  infla- 
in  spite  of  their  investment  in  educa-  tion,  cannot  be  estimated;  no  statisti- 
tion  and  their  long  experience  in  the  measure  is  adequate  for  the  pur- 
profession,  than  garbage  collectors  and  pose.  But  those  who  wish  to  see  their 
truck  drivers  in  the  same  or  nearby  children  get  better  educations  should 
communities,  and  salaried  employees  give  serious  thought  to  this  problem ; 
in  supervisory  capacities  have  some-  something  more  constructive  than  ad- 
times  found  themselves  earning  less  verse  criticism  alone  is  required.'^ 
than  the  very  men  they  supervised.  Cause  of  Monetary  Instability. — 

5  Probably  farmers  have  fared  the  best  of  any  large  group;  but  it  may  be  argued 
that  present  farm  incomes  on  the  average  are  not  too  high  in  comparison  with  non¬ 
farm  incomes  even  now.  In  any  case,  it  must  always  be  remembered,  when  inflation 
is  under  discussion,  that  averages  conceal  differences,  that  some  farmers  were  not 
helped  by  inflation,  that  some  school  teachers  or  government  employees  were,  and  that 
those  below  the  average  for  their  group  can  take  little  satisfaction  in  an  average 
figure  which  is  not  representative  of  their  situation. 

6  Some  students  and  some  parents  tend  to  lose  respect  for  those  who  do  stay  in 
the  teaching  profession  under  such  circumstances.  Already  harassed  by  heavier  teach¬ 
ing  loads  and  smaller  real  incomes,  many  teachers  regard  this  loss  of  prestige  as  the 
crowning  touch.  Following  a  talk  on  the  control  of  inflation  by  the  author  at  the 
Annual  Meeting  of  the  Minnesota  Academy  of  Science  this  spring,  one  school  teacher 
stressed  this  point  in  particular.  The  plain  fact  is  that,  whereas  some  people  like 
sympathy-  and  most  people  can  tolerate  it,  nobody  likes  to  be  regarded  as  a  “sucker.” 

7  The  situation  has  been  forcibly  brought  to  the  attention  of  the  public  in  Min- 
neopolis  where  the  teachers  employed  the  strike  to  support  their  demand  for  relief. 
With  the  schools  closed,  everyone’s  attention  in  the  community  was  focused  upon  the 
problem.  Hut  as  those  familiar  with  the  situation  in  Minneapolis  will  testify,  it  is 
not  easy  to  correct  the  income  distortions  created  by  inflation.  One  economist  who  has 
had  experience  on  both  sides  of  this  problem.  Prof.  Arthur  Upgren  of  the  School  of 
Business  Administration  of  the  University  of  Minnesota,  made  the  suggestion,  at  the 
.\Qnual  Meeting  of  the  Midwest  Economics  Association  in  May,  that  “disinflating  the 
inflation”  might  be  the  best  solution  to  the  problem. 
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The  basic  cause  of  inflation  during  the 
war  and  since  has  been  the  large  ex¬ 
pansion  in  the  money  supply  without 
a  comparable  expansion  in  the  volume 
of  goods  offered  for  sale.  This  situa¬ 
tion  is  directly  related  to  the  war  and 
the  manner  in  which  it  was  financed 
by  the  various  countries.  To  the  ex¬ 
tent  that  war  expenditures  could  not 
be  financed  with  tax  revenues  or  funds 
borrowed  from  individuals  or  nonbank¬ 
ing  corporations,  it  was  necessary  to 
secure  the  funds  through  the  creation 
of  either  currency  or  bank  deposits. 
Thus,  governments  took  manpower 
and  other  resources  and  products  out 
of  their  civilian  economies  by  pump¬ 
ing  in  newly-created  money.  Once 
any  slack  or  unemployment  was  taken 
up,  the  result  was  competitive  bidding 
for  scarce  goods  with  more  and  more 
money.  Inflation  was  the  inevitable 
result.  Price  ceilings  retarded  the 
rise  in  prices  in  many  countries  and 
often  concealed  the  true  state  of  affairs 
by  driving  underground  transadtions 
at  higher  prices.  But  price  ceilings 
did  not  remove  the  basic  cause  of  in¬ 
flation,  and  thus,  to  the  extent  they 
were  observed,  they  postponed,  rather 
than  avoided,  the  day  of  reckoning. 

Price  Spiral  Self-Oenerating. — 
Once  prices  have  risen  substantially 
due  to  the  monetary  reason  indicated 
above,  the  spiral  of  rising  prices  tends 
to  become  self-generating. 

The  distortion  of  income  relation¬ 
ships  creates  new  pressures  for  price 
advances.  Those  groups  which  have 
suffered  reductions  in  real  income  due 
to  higher  prices  seek  to  increase  their 
money  incomes.  To  the  extent  they 
are  successful,  the  money  costs  and 


prices  of  certain  articles  and  services 
are  raised  or  profits  are  reduced,  thus 
reducing  the  real  incomes  of  other 
people.  These  people,  in  turn,  will 
seek  relief  which  usually  means  push¬ 
ing  up  another  set  of  wages  and  prices. 
Prices  thus  continue  to  spiral  upward. 

It  is  not  primarily  a  fight,  as  is  so 
often  pictured,  between  labor  on  the 
one  hand  and  capital  on  the  other;  it 
is  more  a  fight  between  each  particular 
group  of  capitalists  and  workers  on 
the  one  hand  and  the  rest  of  society 
on  the  other.  And  once  a  particular 
group  has  succeeded  in  gaining  on  the 
rest  of  society  through  more  rapid 
price  and  wage  advances,  that  group 
will  fight  to  maintain  that  gain.  Thus 
in  an  important  sense,  the  correction 
of  income  distortions  caused  by  un¬ 
equal  price  advances  creates  renewed 
pressure  for  further  price  distortions. 
No  one  group  ever  seems  to  be  quite 
satisfied;  and  if  the  power  to  improve 
their  situation  is  present,  it  is  safe  to 
conclude  that  that  power  will  be  used. 

As  prices  rise,  the  government  also 
finds  it  increasingly  difficult  to  make 
ends  meet.  Higher  taxes  are  bitterly 
opposed  and  the  government  may  find 
a  budget  deficit,  financed  through  fur¬ 
ther  monetary  expansion,  inescapable, 
as  China  for  example  has  recently  dis¬ 
covered.  Thus,  prices  continue  to  rise 
due  to  a  combination  of  monetary  and 
nonmonetary  factors.  And  the  antici¬ 
pation  of  higher  prices  in  the  future 
encourages  the  type  of  speculative 
activity  which  in  turn  adds  to  the  pres¬ 
sure  for  further  price  increases. 

These  inflationary  forces  may  be 
overcome,  but  their  importance  should 
be  neither  overlooked  nor  underesti- 
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mated.®  Once  inflation  is  well  under 
way,  it  is  almost  impossible  to  stop  it. 
Each  depreciation  in  the  value  of  the 
currency  creates  a  situation  favorable 
tc  a  further  decline  in  its  value. 

Vigorous  Anti-Inflation  Policy  Re¬ 
quired. — In  order  to  stop  effectively  a 
creeping  or  running  inflation,  swift 
bold  action  is  required  of  the  govern¬ 
ment.  One  does  not,  or  at  least  should 
rot,  attempt  to  fight  a  forest  conflagra¬ 
tion  with  a  water  pistol.  Yet  it  is 
diflScult  to  avoid  the  impression  that 
some  countries  are  attempting  to  do 
just  that  when  one  examines  their  anti¬ 
inflation  programs. 

In  China  the  situation  looks  hope¬ 
less.  The  government  in  fact  seems 
unable  to  do  anything  except  contri¬ 
bute  to  the  inflation  through  issuing 
more  and  more  money.  As  this  arti¬ 
cle  is  being  written,  public  expendi¬ 
tures  are  from  60  to  80  percent  in  ex¬ 
cess  of  tax  revenues  with  the  deficit 
financed  through  the  further  expan¬ 
sion  of  the  currency.  Moreover,  a  de¬ 
termined  effort  on  the  part  of  the  gov¬ 
ernment  to  correct  this  situation 
through  special  taxes  on  property  and 
wealth  is  being  strongly  resisted  by 
powerful  segments  of  the  population. 
And  civil  war  continues  to  divide  the 
Chinese  people  and  destroy  any  basis 
for  establishing  the  order  and  stability 
essential  to  a  sound  currency. 


The  Russian  government  has  found 
it  somewhat  easier  to  initiate  an  anti¬ 
inflation  policy.  In  December,  1947, 
the  Russian  people  were  informed  of  a 
new  decree  of  the  Council  of  Ministers 
of  the  U.S.S.R.  and  the  Central  Com¬ 
mittee  of  the  Communist  Party  de¬ 
signed  to  bring  about  “currency  re¬ 
form.”  The  people  were  informed 
that  enormous  war  expenditures  had 
necessitated  the  issuance  of  large 
amounts  of  money  by  the  government 
during  the  war  and  that  this  excess 
money  was  primarily  responsible  for 
“market  prices”  (uncontrolled  prices 
of  unrationed  goods)  being  ten  to  fif¬ 
teen  times  higher  than  before  the  war. 
The  decree  provided  for  the  issuance 
of  new  money  and  the  conversion  of 
cash  into  the  new  money  at  the  rate  of 
ten  old  rubles  for  one  new  one.  Sav¬ 
ings  deposits  were  converted  at  the 
rate  of  one  old  for  one  new  ruble  up 
to  3,000  rubles,  three  old  for  two  new 
rubles  from  3,000  to  10,000  rubles, 
and  two  old  for  one  new  ruble  for  all 
rubles  over  10,000.  All  loans  to  the 
state  prior  to  1947  were  to  be  convert¬ 
ed  at  the  rate  of  three  old  rubles  for 
one  new  one.  And  all  rubles  not  con¬ 
verted  within  the  time  limit  specified 
were  to  be  cancelled  and  void.  This 
direct  action  on  the  part  of  the  govern¬ 
ment  greatly  reduced  the  disparity  be¬ 
tween  the  quantity  of  money  and  the 


8  The  failure  to  appreciate  the  significance  of  monetary  and  nonmonetary  factors 
in  the  .\merican  economy  resulted  in  many  false  predictions  during  the  past  two  years. 
Some  predicted  a  substantial  drop  in  wholesale  prices  during  1947 ;  and  inan3’  expected 
defiation  to  set  in  not  later  than  the  spring  of  1948.  Yet,  as  this  is  being  written,  the 
Bureau  of  Labor  VVhole.sale  Price  Index  is  at  a  new  high  and  it  will  undoubtedly  go 
higher  in  the  next  few  weeks. 

It  is  not  surprising  to  have  the  Communists  expect  a  very  severe  depression  in  the 
United  States  during  1947  or  earlj-  1948,  but  it  is  disturbing  to  read  in  the  Survey  of 
Current  Inflationary  and  Deflationary  Tendencies  prepared  by  the  Department  of 
Economic  Affairs  of  the  United  Nations  in  September  1947,  that  “.  .  .  in  the  United 
States  there  is  already  a  serious  problem  of  a  recession  during  the  next  year.”  (p.  1) 
Compare  this  with  Mr.  Marriner  S.  Eccles’  testimony-  before  the  Joint  Economic  Com¬ 
mittee  of  Congress  in  November,  1947,  and  his  statement  before  the  same  Committee 
in  April,  1948 :  “Threatening  as  the  inflationary  potential  was  at  the  end  of  the  war, 
it  is  worse  todaj’.” 
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volume  of  goods.  Yet  it  did  not  elim¬ 
inate  the  burden  of  past  inflation — 
even  assuming  that  market  prices  fell 
to  their  former  level.  Currency  de¬ 
preciation  was  not  avoided;  it  was 
merely  recognized  and  written  off. 
But  if  the  policy  is  successful  in  pre¬ 
venting  further  inflationary  develop¬ 
ments  in  the  economy,  the  Russian 
government  will  undoubtedly  regard  it 
as  a  tremendous  success.® 

France,  in  January,  1948,  attempt¬ 
ed  to  stabilize  the  value  of  its  currency 
by  imposing  a  special  “anti-inflation 
tax”  on  the  people.  As  would  be  ex¬ 
pected,  the  tax  evoked  loud  protests 
from  certain  groups,  including  the 
Communist-dominated  National  Com¬ 
mittee  of  the  General  Confederation 
of  Labor.  In  order  to  stimulate 
French  trade,  France  also  devalued 
the  franc  in  international  trade  with¬ 
out  first  getting  the  permission  of  the 
Monetary  Fund  authorities.  Although 
this  may  have  made  good  sense  from 
the  standpoint  of  national  self-interest, 
this  unilateral  action  was  a  discourag¬ 
ing  sign  to  all  those  who  hoped  for 
stable  international  monetary  arrange¬ 
ments. 

In  countries  less  affected  by  the  war, 
the  inflation  pressure  has  been  less 
severe  and  governmental  anti-inflation 
programs,  for  the  most  part,  less  im¬ 
posing. 

In  the  United  States,  for  example. 
Congress  has  not  seen  fit  to  enact  a 
strong  anti-inflation  program  since  the 


war  in  spite  of  a  slow,  but  persistent, 
rise  in  prices.  Financial  authorities 
have  repeatedly  called  attention  to  the 
danger  inherent  in  the  situation,  but 
to  no  avail.’®  Business  men  have 
neglected  to  reduce  prices  even  though 
aggregate  corporate  profits  after  taxes 
were  twice  as  high  in  1947  as  in  any 
prewar  year  and  nearly  twice  as  high 
as  in  any  war  year.  And  organized 
labor  has  constantly  pressed  for  higher 
and  higher  wages  even  when  it  was 
evident  that  such  increases  would  have 
to  be  passed  on  to  the  public  in  the 
form  of  higher  prices. 

The  situation  is  not  out  of  control, 
but  neither  is  the  problem  solved.  In¬ 
flation  is  being  allowed  to  continue  un¬ 
necessarily.  This  is  most  unfortunate 
in  view  of  the  fact  that  proper  policies 
on  the  part  of  labor,  management,  and 
government  could  avoid  much  of  the 
undeserved  suffering  that  higher  prices 
will  impose  on  fixed-income  receivers, 
and  at  the  same  time,  insure  a  longer 
period  of  prosperity  in  the  future. 

What  is  sorely  needed  is  teamwork 
between  all  concerned.  There  is  ex¬ 
ceedingly  little  that  a  single  individual 
acting  alone  can  do  to  check  inflation. 
If,  however,  both  labor  and  manage¬ 
ment  would  seriously  consider  the  full 
effects  of  their  activities  upon  the  pub¬ 
lic,  much  governmental  regulation 
might  be  avoided.  If  every  effort 
were  made  to  increase  production 
through  greater  efficiency  and  longer 
hours  by  everyone  concerned,  and  if 


9  Undoubtedly  the  policy  imposed  severe  inequities  on  some  individuals,  particular- 
15’  those  who  chose  to  hold  their  w’ealth  in  liquid  form.  It  also  put  a  severe  penalty  on 
the  thrifty,  who  had  actuall5'  served  the  government’s  cause  by  saving  their  money 
rather  than  using  it  to  bid  up  prices.  The  policy  is  one  more  evidence  of  the  Com¬ 
munists’  disregard  for  the  interests  of  the  owners  of  wealth.  The  government’s  polics' 
was  defended  in  the  communique  with  the  assertion  that,  contrary  to  the  policy  of 
capitalist  countries,  the  U.S.S.R.’s  currency  reform  was  being  “carried  out  not  at  the 
expense  of  the  people  ....  The  rates  of  wages  for  workers  and  empldyees,  far  from 
being  reduced,  are  on  the,contrar5’  being  increased  .  .  .  .” 

10  See,  for  example,  the  testimony  of  such  men  as  Mr.  Marriner  S.  Eccles  and  Dr. 
Edwin  Nourse  before  the  Joint  Economic  Committee. 
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organized  labor  would  suspend  de¬ 
mands  for  higher  wages  and  if  corp¬ 
orations  would  suspend  plans  for  price 
advances,  a  satisfactory  adjustment 
might  be  achieved  without  any  action 
by  the  government. 

In  the  absence  of  industrial  states¬ 
manship  of  such  a  high  order,  however, 
a  strong  anti-inflation  policy  by  the 
government  may  be  the  most  effective 
way  of  checking  further  currency  de¬ 
preciation.  At  the  very  minimum, 
such  a  policy  should  include  a  co¬ 
ordinated  monetary,  fiscal,  and  debt 
management  program  for  the  future. 
The  Board  of  Governors  of  the  Fed¬ 
eral  Reserve  System  should  be  given 
the  authority  to  stop  further  expan¬ 
sion  of  deposit  currency — a  power 
which  it  was  intended  they  should  have 
when  the  Board  was  created,  but  'vhich 
they  no  longer  possess.  As  long  as  the 
Board  continues  its  policy  of  support¬ 
ing  the  government  bond  market,  com¬ 
mercial  banks  can  increase  their  re¬ 
serves  at  will  by  simply  selling  some 
of  the  government  bonds  in  their  port¬ 
folio.  Until  Congress  acts,  the  Board 
thus  finds  it  impossible  to  check  fur¬ 
ther  increases  in  bank  loans  and  de¬ 
posits. 


At  the  same  time,  all  governmental 
expenditures  should  be  reduced  as 
much  as  possible  without  interfering 
with  essential  governmental  undertak¬ 
ings.  Public  works  should,  if  at  all 
possible,  be  postponed.  Taxes  should 
be  maintained  at  their  present  level  or 
increased,  and  the  budget  surplus 
should  be  used  to  reduce  the  public 
debt.  If  prices  continue  their  ascent 
in  spite  of  these  measures,  a  special 
“anti-inflation  payroll  deduction” 
should  be  introduced,  for  which  a  spe¬ 
cial  issue  of  government  bonds  bear¬ 
ing  an  attractive  rate  of  interest 
should  be  given.  Only  when  these 
powers  are  in  use,  should  considera¬ 
tion  be  given  to  the  imposition  of  ex¬ 
tensive  price  and  rationing  controls. 
In  fact,  with  the  above  policies  in 
effect,  it  seems  likely  that  such  con¬ 
trols  would  be  unnecessary. 

All  of  us  have  a  real  stake  in  the 
elimination  of  currency  instability. 
Monetary  stability,  domestic  and  in¬ 
ternational,  will  not  insure  a  better 
world;  but  it  is  difficult  to  conceive 
of  a  better  world  without  such 
stability. 
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Britain’s  Economic  Prospects 

By  K.  H.  FRY 

Financial  Editor  of  the  Manchester  Guardian, 
Manchester,  England 


BRITIAN’S  problem  is  as  simple 
to  state  as  it  is  difficult  to  solve. 
Just  over  fifty  million  people  live 
in  England,  Wales,  and  Scotland, 
according  to  the  1947  register.  They 
grow  not  much  more  than  half  the 
food  they  are  accustomed  to  eat.  They 
have  few  raw  materials  except  coal 
and  a  poor-grade  iron  ore.  Yet  they 
have  one  of  the  world’s  highest  stand¬ 
ards  of  living  because  they  have  been 
able  to  import  food,  raw  materials, 
and  merchandise  from  all  parts  of  the 
world  in  exchange  for  the  products  of 
their  work  and  skill. 

If  the  people  of  Britain  are  to  su]> 
vive  as  a  leading  Western  nation  with 
a  civilized  standard  of  living  they 
must  go  on  exporting  their  goods  in 
exchange  for  the  products  of  others. 
If  they  cannot  export  enough  to  pay 
for  imports  on  such  a  scale,  they  must 
expect  a  severe  reduction,  either  of 
their  population  or  of  their  living 
standards.  Hence,  the  overseas  bal¬ 
ance  of  payments  has  become  the 
touchstone  of  Britain’s  prospects  in  the 
world. 

The  problem  has  been  aggravated 
by  the  effects  of  two  world  wars.  In 
the  first  war  a  great  part  of  Britain’s 
accumulated  overseas  investments  was 
liquidated  to  pay  for  Allied  war  costs. 
At  the  same  time,  the  interruption  of 
world  trade  by  the  war  and  the  ab¬ 
normal  demand  for  industrial  pro¬ 
ducts  at  any  cost  led  to  rapid  indus¬ 
trialization  in  many  countries  and  les¬ 


sened  the  world’s  dependence  on  sup¬ 
plies  from  Britain.  But  in  the  late 
thirties  she  was  still  able  to  finance 
a  large  import  surplus  by  income  from 
overseas  investments,  shipping,  bank¬ 
ing  and  insurance  receipts,  and  simi¬ 
lar  services.  In  1938  imports  cost 
$3,340  million  and  exports  brought  in 
$2,132  million;  the  gap  was  filled  by 
invisible  net  income.  Although  there 
was  a  total  deficit  of  about  $300  mil¬ 
lion  this  could  reasonably  be  regarded 
as  temporary.  Overseas  assets  of  more 
than  $16  billion  could  properly  be 
used  to  cushion  such  deficits  for  a  few 
years,  particularly  at  a  time  when 
British  industries  were  entering  a 
period  of  technical  modernization. 

The  second  World  War  brought 
grave  new  difficulties.  Once  again  in¬ 
dustrial  production  was  stimulated  in 
other  parts  of  the  world  although  the 
destruction  in  Germany  and  Japan 
offset  this  trend  to  some  extent.  But 
this  time  Britain  herself  emerged  with 
considerable  physical  damage  and 
heavy  arrears  of  maintenance.  She 
could  not  resume  civilian  production 
where  she  left  off  in  1939.  Industrial 
mobilization  had  been  carried  to  great¬ 
er  lengths  than  in  almost  any  other 
country  in  the  world ;  the  vast  flow  of 
Lend-Lease  supplies  from  the  United 
States  made  it  possible  to  shut  down 
a  great  proportion  of  British  civilian 
industries  and  concentrate  the  bulk  of 
the  nation’s  man-power  and  effort  on 
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fighting  the  war  and  producing  for 
war. 

Not  only  were  exports  almost  stop¬ 
ped  but  production  of  the  goods  which 
normally  make  up  a  large  part  of 
British  exports,  such  as  textiles  and 
consumer  goods  generally,  was  cut 
down  to  a  small  remnant.  Reconver¬ 
sion  was,  therefore,  bound  to  be  a  long 
and  costly  job.  It  was — and  still  is 
— hampered  by  the  need  to  repair  and 
rebuild  communications,  power-gen¬ 
erating  stations,  productive  and  ancil¬ 
lary  equipment,  and  above  all  fac¬ 
tories  and  houses.  Workers  must  have 
somewhere  to  live ;  goods  must  be 
transported  from  and  to  the  factory; 
public  utility  services  have  to  be  ade¬ 
quate,  and  all  these  must  be  available 
in  particular  places — in  the  very  cen¬ 
ters  of  industrial  activity  some  of 
which  were  heavily  bombed  during  the 
war. 

The  three  years  since  the  end  of  the 
war  have  been  used  in  Britain  to  make 
good  these  domestic  handicaps  in  large 
measure.  After  initial  difficulties,  en¬ 
hanced  by  the  unprecedented  winter 
frost  of  1947,  industrial  production 
has  regained  and  exceeded  the  prewar 
level.  While  some  industries  lag  be¬ 
hind  and  others  are  still  in  the  pro¬ 
cess  of  renewing  their  plant  and  equip¬ 
ment,  many  industries  are  producing 
far  more  than  they  did  before  the  war. 
The  general  level  of  industrial  produc¬ 
tion  in  Britain  is  estimated  to  be 
rather  more  than  10  percent  above  the 
1938  volume — disregarding  the  rise  in 
money  values.  The  United  Nations 
Economic  CJommission  for  Europe  esti¬ 
mated  British  production  in  the  third 
quarter  of  1947  at  9  percent  above 
1938.  Since  then,  the  output  of  coal, 
steel,  textiles,  automobiles,  trucks, 
farm  tractors,  and  many  kinds  of  ma¬ 
chinery  has  been  steadily  increasing. 


For  instance,  steel  production  for  the 
year  1947  was  12.5  million  long  tons 
of  ingots  and  castings ;  in  the  first  six 
months  of  1948  it  was  at  an  annual 
rate  of  15.45  million  tons. 

Farm  production  was  greatly  ex¬ 
panded  during  the  war  and  has  not 
been  allowed  to  fall  back  to  the  pre¬ 
war  level.  In  1946-47,  with  average 
weather,  we  produced  about  60  per¬ 
cent  more  grain  than  in  the  1936-39 
average,  and  more  than  twice  as  many 
potatoes.  In  the  1947-48  crop  year 
the  yields  were  reduced  by  the  ab¬ 
normal  winter  and  a  severe  summer 
drought.  The  current  year  shows  bet¬ 
ter  promise  and  plans  have  been  made 
to  increase  grain  production  over  the 
next  four  years  to  about  twice  the  pre¬ 
war  level,  with  dairy,  poultry,  and 
livestock  production  to  reach  a  consid¬ 
erably  greater  increase  than  100  per¬ 
cent. 

Despite  larger  agricultural  and  in¬ 
dustrial  production,  the  British  people 
are  consuming  less  at  home.  That  is 
due  partly  to  the  need  to  devote  a 
greater  proportion  of  current  output 
to  capital  formation — repair  and  re¬ 
building  of  houses,  factories,  com¬ 
munications,  and  so  on — and  partly  to 
the  fact  that  far  more  is  being  export¬ 
ed  than  before  the  war.  The  physical 
volume  of  exports  in  the  first  half  of 
1948  is  estimated  at  134  percent  of 
1938.  Moreover,  the  volume  of  im¬ 
ports  has  been  cut  down  to  about  20 
percent  less  than  it  was  in  1938. 

It  is  difficult  to  give  a  general  figure 
for  the  level  of  consumption,  but  the 
basic  fact  is  that  a  large  number  of 
essential  products,  particularly  almost 
all  articles  of  food,  are  still  rationed. 
Comparing  the  first  half  of  1948  with 
the  average  of  1934-38,  provisional 
figures  indicate  that  the  quantities  con¬ 
sumed  of  a  number  of  foodstuffs  have 
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fallen  by  the  following  percentages: 
eggs,  15  percent;  tea,  17  percent;  but¬ 
ter,  55  percent;  (although  there  has 
been  a  rise  of  105  percent  in  the  con¬ 
sumption  of  margarine) ;  sugar,  27 
ptTcent;  fresh  and  frozen  meat,  30 
percent;  bacon  and  ham,  66  percent; 
cheese,  8  percent.  These  shortages  are 
made  good  to  some  extent  by  increased 
consumption  of  fish  (28  percent), 
potatoes  (14  percent),  milk  (41  per¬ 
cent)  and  flour  (21  percent).  Clearly 
there  has  been  a  great  change  in  the 
British  diet  and  habits  of  consumption. 

Apart  from  the  rigid  rationing  of 
many  basic  foods,  a  wide  range  of 
other  goods  has  been  made  so  expen¬ 
sive  by  prohibitive  taxes  that  consump¬ 
tion  has  been  forced  down  by  high 
prices.  Twenty  cigarettes  cost  the 
equivalent  of  70  cents;  cigarette  con¬ 
sumption  is  25  percent  down  on  1946— 
47.  Beer,  wine,  and  spirits  have  simi¬ 
larly  been  put  out  of  reach  of  all  but 
the  most  determined  buyers.  Radio 
sets,  refrigerators,  and  many  other 
durable  consumer  goods  bear  prohibi¬ 
tive  sales  taxes  which  are  intended  to 
reduce  their  consumption,  and  succeed 
very  well  in  that  purpose.  No  British 
citizen  can  buy  a  new  automobile  un¬ 
less  he  can  prove  it  is  indispensable 
for  business  or  other  essential  pur¬ 
poses.  In  1947,  54  percent  of  all  pas¬ 
senger  cars  made  in  Britain  were  for 
export.  Since  then  the  proportion  ex¬ 
ported  has  been  pushed  up  to  80  per¬ 
cent. 

These  examples  may  illustrate  bet¬ 
ter  than  any  single  statistical  figure 
the  restrictions  which  the  British 
people  have  laid  upon  themselves  in 
order  to  get  along  with  a  fifth  less  im¬ 
ports  than  before  the  war  and  yet  to 
export  a  third  more  than  they  did 
then.  However,  the  restrictions  have 
not  been  sufficient  to  wipe  out  the  de¬ 


ficit  in  the  overseas  balance.  In  1947 
Britain  had  a  deficit  of  $1,800  million 
in  merchandise  trade,  to  which  $900 
million  deficit  in  “invisible”  trans¬ 
action  was  added.  There  was  a  final 
debit  balance  of  $2,700  million  which 
was  met  out  of  the  United  States  and 
Canadian  loans. 

The  size  of  last  year’s  deficit  was 
unexpected.  It  was  due  partly  to  the 
fuel  crisis  in  the  exceptional  winter 
of  1946—47,  which  hit  the  country  be¬ 
fore  it  had  time  to  build  up  stocks; 
and  partly  to  the  fact  that  the  prices 
Britain  had  to  pay  for  her  imports  had 
risen  more  since  1938  than  the  prices 
received  for  her  exports.  Towards  the 
end  of  1947,  when  it  was  realized  that 
the  gap  could  not  be  bridged  in  time, 
further  import  restrictions  were  im¬ 
posed  and  a  great  export  drive  started. 
The  exj)ort  drive  has  had  a  magnifi¬ 
cent  success.  The  best  which  econo¬ 
mists  dared  to  hope  was  that  exports 
by  the  end  of  1948  would  reach  150 
percent  of  the  1938  volume  (disregard¬ 
ing  price  rises).  By  June  the  volume 
had  reached  138  percent.  Although 
competition  is  increasing  and  many 
countries  have  been  restricting  imports 
to  preserve  their  foreign  exchange  re¬ 
serves,  British  exports  continue  to  ex¬ 
pand. 

Unfortunately  the  prices  of  British 
imports  are  again  rising  faster  than 
those  of  her  exports.  Owing  to  the 
continued  shortage  of  food  and  many 
primary  raw  materials,  import  prices 
are  under  a  strong  upward  pressure. 
It  is  chiefly  because  of  this  adverse 
movement  of  “terms  of  trade”  that 
further  import  restrictions  have  be¬ 
come  necessary. 

A  great  deal  depends  on  the  dura¬ 
tion  of  this  boom  in  food  and  primary 
commodities.  To  put  the  outlook 
hopefully  (from  the  British  point  of 
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view)  grain  prices  may  be  brought 
down  by  1949  if  there  are  two  good 
crops  in  North  America  and  Europe. 
Another  way  of  looking  at  the  same 
problem  is  this:  if  the  desperate  and 
costly  British  efforts  to  restore  rice 
production  in  Southeast  Asia  succeed 
in  the  next  twelve  months,  this  will 
bring  to  an  end  India’s  demand  on  the 
world’s  marginal  grain  supplies  as 
well  as  on  Britain’s  small  dollar 
funds;  and  that,  too,  could  break  the 
grain  boom.  Other  foodstuffs,  espe¬ 
cially  meat  and  edible  oils,  depend  on 
developments  outside  Britain’s  con¬ 
trol.  But  if  wheat  and  corn  came 
down  to  a  more  reasonable  level,  her 
problem  would  be  greatly  eased.  As 
for  metals,  it  will  presumably  take  an¬ 
other  two  or  three  years  before  the 
edge  of  the  postwar  rebuilding  and  re¬ 
equipment  demand  is  worked  off. 
Here  again  the  short-run  prospect  is 
worse  than  the  long  one. 

Another  major  problem  is  the  heavy 
dependence  of  the  United  Kingdom,  as 
indeed  of  all  Western  Europe,  upon 
imports  from  the  Western  Hemis¬ 
phere.  Britain’s  trade  with  the  rest  of 
the  w’orld  is  more  or  less  in  balance. 
Trade  relations  with  particular  coun¬ 
tries  change  constantly.  For  instance, 
early  this  year  both  France  and  Swed¬ 
en  held  very  large  amounts  of  sterling 
and  were  complaining  loudly  about  the 
difficulty  of  changing  this  money  into 
dollars  or  goods.  Before  the  summer 
had  come  both  F ranee  and  Sweden  had 
spent  all  the  accumulation  of  pounds 
sterling  on  imports  from  Britain  and 
other  countries  which  trade  in  sterling; 
France  had  to  raise  a  $40  million 
short-term  credit  in  London,  and 
Sweden  imposed  restrictions  on  im¬ 
ports  from  Britain  because  it  had  not 
enough  pounds. 

That  is  the  sort  of  fluctuation  that 


occurs  every  few  months  in  British 
trading  with  many  countries,  and 
nothing  shows  more  clearly  the  advan¬ 
tages  of  the  old  sterling  system  than 
the  fact  that  such  changes  were  always 
smoothly  absorbed  without  anyone  ex¬ 
cept  the  London  banks  feeling  the 
pinch.  Britain  is  trying  hard  to  bal¬ 
ance  deficits  in  trade  with  one  country 
against  surpluses  in  trade  with  an¬ 
other,  and  the  system  of  “transferable 
sterling  accounts”  which  has  been  de¬ 
signed  for  this  purpose,  is  making 
good  progress.  On  the  whole,  as  has 
been  said,  British  trade  with  the  non- 
American  w’orld  is  roughly  in  balance. 

Trade  with  the  United  States,  Can¬ 
ada,  and  Argentina  accounts  for  the 
whole  of  the  deficit  in  Britain’s  bal¬ 
ance  of  payments.  In  1947,  44  pei> 
cent  of  British  imports  came  from  the 
Western  Hemisphere  compared  with 
31  percent  in  1938.  Britain  plans  to 
reduce  this  dependence  on  the  Western 
Hemisjdiere  in  1948  to  only  34  per¬ 
cent  of  her  imports.  Great  efforts  are 
being  made  to  increase  British  exports 
to  the  U.S.A.  and  other  American 
countries.  Parallel  efforts  are  going 
on  to  increase  production  of  food  and 
raw  materials  in  Europe,  Africa,  Asia, 
and  Australia,  so  that  Britain  can 
soon  get  supplies  from  her  traditional 
sources  again  and  lessen  her  depend¬ 
ence  on  imports  which  have  to  be  paid 
for  in  dollars. 

This  adjustment  is  similar  to  the 
changes  which  all  the  sixteen  E.R.P. 
countries  have  undertaken  to  make  as 
part  of  their  self-help  plan.  While  no 
one  can  be  sure  that  it  will  succeed  in 
a  short  time,  it  is  perfectly  feasible  in 
the  long  run.  ilarshall  Aid  is  regard¬ 
ed  in  Britain  as  invaluable  temporary 
assistance  which  will  give  Britain  in 
concert  with  the  other  countries  of  the 
organization  of  European  Economic 
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Cooperation  time  to  bring  about  a  big 
increase  in  production,  a  further  large 
increase  in  exports,  and  a  switch  in 
trade  which  will  balance  British  econ¬ 
omy  with  that  of  the  dollar  area. 

Plans  are  well  under  way.  Big 
modernization  schemes  are  proceeding 
in  a  number  of  British  industries. 
The  controversy  about  nationalization 
may  divert  attention  from  what  is  go¬ 
ing  on  in  physical  terms — a  great 
spurt  in  mechanization  of  coal  mines 
and  the  development  of  new  and  prom¬ 
ising  coal  fields ;  a  huge  project,  part¬ 
ly  completed,  for  the  renewal  and  ex¬ 
pansion  of  electrical  generating  plant ; 
a  $700  million  plan  for  the  steel  in¬ 
dustry,  now  in  its  second  year,  which 
will  raise  ingot  production  by  one- 
third  and  lower  costs  all  round.  The 
air  is  full  of  agonized  complaints  by 
manufacturers  who  cannot  get  permits 
or  delivery  of  new  machinery;  but 
their  outcries  are  likely  to  hide  the 
fact  that  there  is  a  great  influx  of  new 
plant  and  equipment  reaching  the  fac¬ 
tories. 

In  order  to  restrain  consumption 
further,  to  cut  out  waste,  and  to  drive 
more  goods  into  the  export  trade,  the 
British  Government  began  last  winter 
to  tighten  the  financial  reins.  By 
means  of  a  huge  budget  surplus  which 
will  cover  not  only  all  current  expendi¬ 
ture  of  all  public  authorities  but  every 
other  expenditure  which  is  normally 
met  by  borrowing,  the  central  govern¬ 
ment  is  withdrawing  more  from  pri¬ 
vate  incomes  than  it  is  handing  back. 
The  difference  will  be  used  to  cancel 
public  debt,  and  under  the  bilateral 
agreement  with  the  United  States  the 
greater  part  of  E.C.A.  Aid  will  be 
similarly  used  to  repay  floating  debt. 

The  effects  of  this  stem  financial 
policy  are  already  apparent.  Demand 
for  consumer  goods  has  fallen  off ; 


luxury  spending  has  declined ;  holiday 
resorts  report  poor  trade ;  house  prices 
are  coming  down.  The  pressure  of 
postwar  inflation  is  abating.  The 
appeal  made  by  the  British  Govern¬ 
ment  in  February  to  labor  not  to  press 
for  wage  increases  has  so  far  been 
fairly  successful ;  the  simultaneous 
appeal  to  business  to  hold  prices  and 
not  to  raise  dividends  has  met  with  a 
great  deal  of  response.  The  rapid  in¬ 
crease  in  prices  and  wages  during  1946 
and  1947  has  certainly  been  severely 
slowed  down  in  the  first  half  of  this 
year. 

The  effort  to  bring  about  an  in¬ 
ternal  economic  balance  at  a  lower 
standard  of  living  than  the  people  had 
hoped  for  cannot,  of  course,  succeed 
overnight.  It  is  bound  to  raise  poli¬ 
tical  and  social  problems  that  will  take 
years  to  work  themselves  out.  But  the 
way  in  which  the  British  people  have 
so  far  settled  down  to  production 
above  the  prewar  level  in  spite  of 
lower  consumption  and  many  dis¬ 
appointments  indicates  that  they  have 
great  powers  of  adaptation.  So  far 
as  their  prospects  depend  on  their  own 
actions,  they  are  well  on  the  way  to 
retaining  a  sound  position  in  the 
world.  As  their  future  depends  also 
on  the  recovery  of  world  trade  there 
are  many  uncertainties  in  the  outlook. 
These  are,  however,  the  same  sort  of 
hazards  which  face  every  other  coun¬ 
try  in  the  world.  If  in  the  next  three 
or  four  years  Western  Europe  can  re¬ 
cover,  Southeast  Asia  can  be  pre¬ 
served  from  economic  collapse,  and 
the  great  schemes  of  agricultural  and 
mineral  development  in  Africa  and 
Australia  can  be  brought  to  fruition, 
then — ^given  peace — Britain  will  not 
be  a  bad  country  to  live  in,  even  for 
fifty  millions. 


Postwar  Britain 

By  PERCY  B.  TANNER 
Retired  Civil  Servant, 
ParTcstone,  Dorset,  England 


ONE  of  my  old  colleagues  recent¬ 
ly  blew  off  steam  in  this  fashion : 
“I  look  forward  to  the  day  when 
I  can  go  into  any  darned  shop  I  like 
and  buy  any  darned  thing  I  like,  if 
I’ve  got  the  darned  money  to  buy  it 
with !” 

The  standard  of  living  in  Great  Bri¬ 
tain  in  the  early  days  of  this  centim' 
was  the  highest  in  the  Old  World.  In 
the  course  of  four  centuries  our  mer¬ 
chant  adventurers,  by  free  enterprise, 
had  built  up  immense  assets  all  over 
the  world ;  and  under  the  shield  of  the 
Royal  Navy,  free  communities  of 
people  of  our  own  and  kindred  races 
had  settled  on  the  shores  of  every 
ocean.  Uj)  to  our  necks  in  two  World 
Wars,  our  magnificent  oversea  credits 
have  been  largely  lost;  we  are  like  an 
ant  hill,  ruthlessly  trodden  upon,  but 
stirring  afresh  with  life  and  activity. 

A  melancholy  change  has  thus  come 
upon  the  scene ;  and  the  chief  sufferers 
are  pensioners,  annuitants,  and  other 
persons  with  static  incomes.  Before 
dwelling  further  upon  postwar  affairs, 
may  I  be  j)ermitted  to  describe  briefly 
my  own  position  before  the  War?  ^fy 
apology  must  be  that  it  is  typical  of 
many. 

I  was  superannuated  in  the  autumn 
of  lOSfi,  after  just  over  forty-one 
years  in  the  public  service;  and,  a  few 
months  later,  my  wife  and  I  embarked 
upon  a  long-dreamed-of  visit  to  rela¬ 
tives  in  Australia.  In  Melbourne  my 
wife  met  her  eldest  sister  whom  she 


had  not  seen  for  fifty-three  years,  and 
in  Sydney  her  youngest  sister  from 
whom  she  had  parted  thirty  years  be¬ 
fore.  (In  the  days  of  the  Pilgrim 
Fathers  I  imagine  such  family  re¬ 
unions  were  rarely  realized!)  We 
went  out  via  the  Suez  Canal  and 
came  home  via  New  Zealand,  Fiji, 
Honolulu  and  Canada. 

Already,  in  the  fall  of  1037,  the 
world  was  seething  with  wars  and  ru¬ 
mours  of  war.  Franco  w^as  rampant 
in  Spain ;  ^lussolini  had  his  foot  on 
the  neck  of  Abyssinia;  Japan  had 
plunged  China  into  chaos.  One  day 
in  mid-Pacific  a  rumour  ran  around 
the  ship  like  wildfire:  Germany  had 
mobilised !  It  w’as  considerably  pre¬ 
mature,  but  it  caused  an  exceedingly 
unpleasant  sensation.  I  wonder 
whether  it  is  remembered  by  two 
honored  friends  with  whom  we  were 
privileged  to  make  the  voyage:  Prof, 
and  ^Irs.  J.  S.  Robinson  of  ^linne- 
sota  ? 

On  our  return  to  the  little  house  in 
Dorset  which  we  had  lx>ught  just  be¬ 
fore  setting  out  I  went  into  training 
as  an  air  raid  warden.  Shortly  be¬ 
fore  w’ar  broke  out  we  built  a  small 
concrete  shelter  as  an  annex  to  the 
back  of  the  house.  It  would  comfort¬ 
ably  accommodate  eight  persons,  but 
during  a  nasty  raid  it  has  sheltered 
twice  that  number. 

Of  our  four  sons,  two  were  profes¬ 
sional  naval  officers,  and  another  a 
surgeon-commander  in  the  Royal 
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Naval  Volunteer  Reserve,  All  were 
mobilised  during  the  Munich  crisis. 
After  that  disreputable  “confidence 
trick”  our  other  son — a  lawyer  and 
candidate  for  Parliament — joined  the 
Army  Emergency  Reserve  of  Officers. 
He  hated  war  intensely  as  an  instru¬ 
ment  of  policy,  but  he  hated  bad  faith 
and  oppression  with  still  greater  in¬ 
tensity.  Together  with  one  of  his 
brothers,  both  of  whom  seemed  to  he 
on  the  threshold  of  brilliant  careers, 
he  made  the  supreme  sacrifice.  Both 
our  remaining  sous  were  torpedoed, 
one  in  the  Arctic  (convoying  supplies 
to  our  Russian  allies!)  and  the  other 
in  the  ^fediterranean,  but  they  came 
safely  through. 

During  the  war  we  had  nearly  a 
thousand  “alerts”  (air  raid  warnings), 
but  we  got  off  lightly  compared  with 
many  districts.  Nevertheless,  there 
were  many  deplorable  incidents.  One 
day,  for  instance,  a  single  raider,  aim¬ 
ing  apparently  at  the  local  gasometer, 
hit  the  canteen  instead  and  killed  forty 
men  outright,  besides  maiming  over 
sixty  others. 

Soldiers  of  many  nations  were  quar¬ 
tered  in  our  district.  During  the  peri¬ 
od  when  invasion  was  threatened  we 
had  our  own  brigade  of  guards  and, 
later,  contingents  from  overseas.  Our 
parish  church,  of  which  I  was  a 
churchwarden,  was  placed  at  the  dis¬ 
posal  of  the  chaplains  of  American 
units.  At  a  large  girls’  school  which 
was  requisitioned  as  the  local  military 
headquarters  the  steward  told  me  that 
the  cleanest  contingent  to  occupy  the 
buildings  were  colored  U.S.  troops  and 
the  most  untidy  the  Free  French! 

At  last,  under  relentless  pressure 
from  east  and  west,  Germany  col¬ 
lapsed;  and  Japan  succumbed  to  the 
overwhelming  strength  of  the  United 


States  sooner  than  we  dared  hope.  I 
do  not  think  that,  even  in  the  dark 
days  of  1940-41,  our  people  ever 
faltered ;  and,  after  Pearl  Harbour, 
we  were  doubly  sure  of  victory. 

Two  great  men,  towering  like 
beacons  above  all  others,  had  sustained 
us  in  the  struggle:  Winston  Churchill 
and  President  Roosevelt. 

After  victory  our  hopes  soared  sky- 
high!  In  spite  of  a  few  warning 
voices  the  mass  of  the  nation  was  un¬ 
able  to  appreciate  the  gravity  of  our 
financial  position.  Whether  the  anes¬ 
thesia  of  victory  was  better  for  the  pa¬ 
tient  than  a  rude  shock  forthwith  I  do 
not  feel  competent  to  estimate.  The 
shock  was  not  actually  administered 
until  about  two  years  later. 

In  July,  1945,  our  little  sedan 
motor  car,  which  had  been  laid  up  for 
four  years,  was  on  the  road  again. 
Optimists  said  there  was  plenty  of 
petrol  in  the  country.  We  yearned 
for  a  relaxation  of  controls;  for  a 
more  liberal  diet  (especially  fats) ; 
for  a  reduction  in  the  crushing  burden 
of  taxation.  In  the  first  World  War 
the  standard  rate  of  income  tax  had 
risen  to  six  shillings  (6/-)  in  the 
pound  (€) ;  in  the  second  to  ten  shill¬ 
ings  (10/-).  Supertax  carried  on  the 
process  until  at  nineteen  shillings  and 
six  pence  (19/6)  in  the  pound  (£) 
any  further  income  was  virtually  ex¬ 
tinguished. 

Pusiness  men  seemed  to  be  flourish¬ 
ing  ;  anything  saleable  and  unrationed 
could  be  sold  times  over.  Wages  had 
risen  on  an  average  by  something  like 
75  percent.  The  poor  pensioner  was 
being  squeezed  on  all  sides.  In  1944 
I  received  an  increase  of  7^  percent, 
and  there  the  matter  rests.  The  in¬ 
creases  actually  granted  by  the  state  to 
retired  civil  servants  range  from  30 
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percent  on  the  lowest  incomes  to  zero 
at  the  highest  levels;  and  life  for  many 
thousands  of  deserving  pensioners 
without  private  resources  is  a  grim 
struggle. 

A  general  election  followed  quickly 
upon  the  cessation  of  hostilities,  and 
the  country  “dropped  the  pilot.”  The 
swing  of  the  pendulum  is  not  an  un¬ 
common  phenomenon  in  British  poli¬ 
tics,  but  I  fancy  even  enthusiastic  sup¬ 
porters  of  the  Labor  Party  were  sur¬ 
prised  at  the  magnitude  of  their  vic¬ 
tory. 

The  most  urgent  problems  before 
the  new  government  wci'e  demobiliza¬ 
tion  and  housing.  Beyond  them,  it 
was  known  the  Labor  Party  looked  for¬ 
ward  to  a  somewhat  ambitious  if 
limited  program  of  nationalization  of 
industry. 

On  the  whole,  demobilization  was 
carried  out  fairly  and  smoothly.  “Xo 
great  Country,”  wrote  Dr.  Trevelyan, 
our  distinguished  historian,  “except 
English-speaking  America  has  ever 
been  so  utterly  civilian  in  thought  and 
practice  as  Victorian  England.”  Until 
the  first  World  War  conscription  was 
unknown  in  this  country;  it  was  in¬ 
troduced  as  a  matter  of  life  and  death, 
and  as  such  it  is  still  retained,  but  at 
heart  we  are  still  civilians  like  the 
Victorians  of  my  younger  years. 

The  housing  problem  is  still  a  diffi¬ 
cult  one.  Our  shores  remained  invio¬ 
late,  but  our  skies  were  constantly  in¬ 
vaded  and  devastation  was  rained  upon 
our  homes.  ^lany  thousands  of  young 
married  couples  arc  compelled  to  live 
with  their  parents,  generally  a  doubt¬ 
ful  experiment ;  many  have  found 
temporary  homes  in  caravans,  house¬ 
boats,  and  other  improvised  dwellings. 
Building  schemes  are  mainly  restricted 
to  the  provision  of  working-class 


homes;  and,  on  the  whole,  substantial 
progress  has  been  made.  All  opera¬ 
tions  are  strictly  controlled  and  house¬ 
holders  may  not  spend  more  than  ten 
pounds  (i-lO)  a  year  on  repairs  with¬ 
out  license. 

In  nearly  three  years  of  power  the 
new  government  has  nationalized  the 
railways,  mines,  and  electricity  undei^ 
takings.  Income  tax  has  been  reduced 
only  from  ten  to  nine  shillings  in  the 
pound  (£),  but  an  improved  scale  of 
reliefs  has  been  granted  at  the  lower 
levels.  At  the  time  of  writing  a  new 
scheme  of  national  insurance,  founded 
on  the  famous  report  of  Ix)rd  Bever¬ 
idge,  is  alK)ut  to  be  introduced,  to¬ 
gether  with  a  free  medical  service. 

Civil  servants  were  expected  in  the 
past  to  maintain  a  “certain  reserve” 
in  political  matters,  and,  in  my  experi¬ 
ence,  such  an  attitude  was  loyally  ob¬ 
served  by  all  senior  officials.  They  ex¬ 
ercised  their  right  to  vote,  but  other¬ 
wise  took  no  active  part  in  politics  and 
conscientiously  discharged  their  duties 
towards  whatever  government  might 
be  in  power.  In  recent  years,  how¬ 
ever,  there  has  been  some  deviation 
from  this  impeccable  conduct,  and  at 
the  present  time  the  whole  matter  is 
under  review. 

The  habits  of  a  lifetime  are  not 
easily  discarded,  and  my  own  attitude 
to  political  controversies  is  still  that 
of  a  detached  observer  rather  than  that 
of  a  partisan.  The  state  has  made  a 
great  success  of  the  post  office,  but  can 
it  control  mines,  transport,  and  electri¬ 
city  with  equally  satisfactory  results? 
It  is  too  early  as  yet  to  answer  this 
vital  question.  The  real  test  is  effi¬ 
ciency.  In  any  case  I  regard  it  as 
absolutely  essential  that  our  export 
industries,  upon  which  we  depend  for 
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our  imports  of  food  and  raw  materials, 
should  be  left  to  free  enterprise. 

The  stark  reality  of  our  position 
was  brought  home  to  us  by  our  lead¬ 
ing  statesmen  last  year.  The  dreams 
that  many  of  our  people  entertained 
of  a  new  heaven  and  a  new  earth  were 
rudely  shattered.  We  were  told,  in 
short,  that  we  must  work  or  we  could 
not  eat.  A  halt  must  be  called  to  the 
urge  for  higher  wages  and  increased 
profits.  We  must  produce  more  and 
more. 

The  President  of  the  Institute  of 
Chartered  Accountants  recently  ex¬ 
pressed  the  opinion  that  the  most 
urgent  need  of  the  nation  at  the  pres¬ 
ent  time  is  to  rediscover  the  dignity 
and  virtue  of  work — a  real  honest 
day’s  work  for  a  decent  day’s  pay. 
This  is,  I  imacrine,  the  key  to  pros¬ 
perity  the  world  over. 

A  great  responsibility  rests  ui)on 
employers’  federations  and  trade 
unions  alike.  A  good  trade  unionist 
should  ideally  be  a  goo<l  workman  and 
a  good  citizen ;  he  should  choose  his 
leaders  from  amongst  the  best  work¬ 
men  and  the  best  citizens.  Correspond¬ 
ing  virtues  should  be  found  amongst 
members  of  the  employers’  organiza¬ 
tions.  A  good  example  was  recently 
set  by  the  National  Whitley  Council 
of  the  Civil  Service,  both  sides  of 
which  have  issued  a  joint  manifesto 
calling  upon  everv’  civil  servant  to 
throw  again  into  the  fight  that  emerg¬ 
ency  ration  of  extra  effort  which  the 
wartime  crisis  so  readily  brought 
forth. 

Even  so,  we  must  depend  \ipon  the 
generosity  of  the  United  States  to  tide 
us  over  the  difficult  time  ahead.  Just 
as  the  Lend-Lease  program  enabled  us 


to  sustain  the  battle  in  our  darkest 
hours,  so  the  European  Recovery 
scheme  will  help  us  to  fight  our  way 
back  to  solvency  and  prosperity. 

For  the  moment,  however,  we  are 
back  in  many  respects  where  we  stood 
in  the  war  years.  Our  own  little  sedan 
car  is  laid  up  again,  as  the  basic  petrol 
ration  was  suspended  last  November. 
A  small  ration  (sufficient  for  ninety 
miles  a  month)  is  about  to  be  re-intro¬ 
duced,  but  we  shall  not  avail  ourselves 
of  it.  We  have  just  one  other  luxury, 
a  resident  maid ;  and  we  really  cannot 
afford  both.  Kathleen,  our  maid,  is  a 
treasiire ;  ,  she  belongs  to  a  type, 
attached  to  the  home  and  family, 
which  is  rapidly  becoming  extinct. 
During  the  war,  when  our  boys  were 
coming  and  going,  she  -was  a  great  com¬ 
fort.  Few  houses  in  our  locality,  even 
the  larger  ones,  have  a  resident  maid 
today. 

Our  wives  still  take  their  places  in 
queues  at  the  foodshops,  or  delegate 
the  diity  to  their  superannuated  hus¬ 
bands.  Elderly  men  of  all  classes  have 
acquired  habits,  such  as  carrving  shop¬ 
ping  bags,  which  once  would  have  re¬ 
garded  as  infra  dignitatem.  Some¬ 
times  we  stop  and  exchange  confidences 
over  the  day’s  bag.  I  remember  an 
old  golfing  friend,  a  retired  naval 
officer  inviting  me  one  day  to  guess  the 
contents  of  his  basket.  “Fish  ?”  said 
I.  “Yes,”  he  replied,  “two  pairs  of 
kippers.  I  was  once  a  shipmate  of 
the  late  King  George  and  there  was 
nothing  he  enjoyed  so  much  as  a  nice 
kipper  with  his  tea!” 

!Most  of  the  necessities  of  life  are 
strictly  rationed:  food,  clothing,  and 
coal.  Some  of  the  more  noteworthy 
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items,  per  person  weekly,  are  as  fol¬ 
lows: 

Meat  1/-  worth  (including  2  oz. 
of  corned  beef) 

Bacon  2  oz. 

Lard  1  oz. 

3ilargarine  3  oz. 

Butter  4  oz. 

Sugar  I  lb. 

Cheese  1^  oz.  (summer) ;  2  oz. 
(winter) 

Tea  2  oz. 

Milk  2-2^  pints,  according  to 
season 

Eggs  1-3  according  to  season 

Children  get  a  free  miday  meal  at 
school  and  many  workers  are  able  to 
purchase  meals  in  their  factory  can¬ 
teens.  Retired  people,  like  ourselves, 
rely  upon  parcels  from  relations  over¬ 
seas,  or  an  occasional  meal  at  a  restau¬ 
rant,  to  afford  a  little  variety  in  diet. 
For  clothing  we  are  allowed  forty- 
eight  coupons  a  year  to  cover  personal 
wear,  towels,  sheets,  curtains  etc.  For 
example,  a  man’s  suit  requires  twenty- 
six  coupons,  an  overcoat  eighteen,  and 
a  pair  of  shoes  nine  for  men  and  seven 
for  women.* 

What  of  the  future?  We  have  a 
skilled  and  industrious  population,  ex¬ 
tensive  coal  fields  and  many  long^ 
established  industries,  notably  textiles, 
shipbuilding,  engineering,  steel,  chemi¬ 
cals,  and  pottery.  We  also  have  a 
large  merchant  navy.  The  British 
working  man  is  a  sturdy  fellow,  gen¬ 


erally  Labor  in  politics  but  Conserva¬ 
tive  in  his  habits,  fond  of  his  family, 
home,  and  garden.  Only  a  very  small 
percentage  are  politically  red;  and  the 
Communist  representation  in  the 
House  of  Commons  is  almost  negligi¬ 
ble. 

A  good  deal  of  our  equipment  is  in 
need  of  overhaul  and  renewal ;  vfc  have 
much  to  learn  from  America  in  this 
respect.  Taxation  is  still  far  too 
heavy.  It  is  estimated  that  42  per¬ 
cent  of  the  national  income  is  being 
taken  in  taxation,  direct  and  indirect. 

The  immense  productivity  of  the 
United  States,  which  has  excited  the 
amazement  and  admiration  of  the 
world  and  w’hich  largely  determined 
the  issue  of  the  war,  should  be  for  us 
an  inspiration  and  an  example.  It  is 
also  a  matter  of  profound  thankfulness 
that  Providence  should  have  called  this 
great  people  with  w’hom  we  share  a 
common  language  to  the  moral  leader¬ 
ship  of  mankind. 

I  sometimes  w'onder  what  would 
have  happened  if  Benjamin  Franklin 
had  succeeded  in  reconciling  the  North 
American  colonies  wuth  Great  Bri¬ 
tain  !  If  King  George  the  Third  had 
been  gifted  with  a  tithe  of  the  wisdom 
of  his  descendant  Lord  I^ouis  Mount- 
batten,  freely  chosen  as  its  first  Gov¬ 
ernor-General  by  the  Dominion  of  In¬ 
dia,  such  a  reconciliation  surely  would 
have  been  effected. 


It  just  staggers  the  imagination! 

1  Since  this  was  written,  Mr.  Tanner  informs  me  that  “food  rationinfy  is  much 
the  same,  but  there  has  been  a  little  easement  in  clothing.” — Editor. 
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A  PAINTER,  to  evoke  a  true  and 
life-like  landscape,  will  separate 
out  the  large  lines  from  the  de¬ 
tails,  but  does  so  by  indicating  shadows 
and  lights. 

Shadows  and  lights — they  alone  can 
convey  the  complexity  of  the  French 
scene  after  the  ten  years  of  anguish, 
occupation,  and  resistance  extending 
from  1933  to  1944. 

A  historian’s  duty  is  to  understand 
and  make  others  understand,  if  he  is 
true  to  his  mission.  He  must,  accord¬ 
ingly,  beware  of  any  tendentious  bias 
and  above  all  of  any  national  self-com¬ 
placency  likely  to  turn  out  to  be  “eye¬ 
wash”  for  his  American  readers ;  be¬ 
sides,  they  are  too  sensible  not  to  be¬ 
come  aware  before  long  of  one-sided 
simplifications.  Personally,  I  have 
faith  in  the  versatile  intelligence  of 
our  friends  in  the  United  States;  for 
they  understand  that  this  truth  is 
known  to  all  nations:  a  people  made 
up  of  thousands  of  individuals  is  for¬ 
ever  being  swept  by  different  currents. 
And  there  is  perhaps  no  people  more 
crisscrossed  by  currents  seemingly  con¬ 
tradictory  than  the  French  people. 
That  is  the  feature  which  strikes  the 
foreign  observer  at  the  outset  and 
often  leaves  him  perplexed:  an  aston¬ 
ishing  and  often  disconcerting  diver¬ 
sity. 


Now,  this  diversity,  the  essence  of 
the  French  people,  far  from  becoming 
attenuated  in  the  period  from  1933  to 
1944,  has  become  still  more  exagger¬ 
ated  and  at  times  even  further  aggra¬ 
vated.  The  shadows  have  grown  dark¬ 
er.  The  lights  have  turned  brighter. 
It  behooves  the  historian,  as  it  does 
the  painter,  to  restore  them  both.  But, 
if  he  is  to  avoid  creating  a  false  pic¬ 
ture,  he  must  not  shy  away  from  the 
shadows. 

The  first  one  manifested  itself  to 
our  American  friends  as  soon  as  they 
visited  France,  immediately  after  the 
liberation.  They  were  so  struck  by  it 
that  it  may  have  saddened  their  friend¬ 
liness  to  us.  Rather  brutal  differences 
seemed  to  set  the  French  one  against 
the  other,  and  it  would  be  futile  not 
to  admit  it;  they  are  to  be  explained 
by  temperament  as  much  as  events.  It 
is  around  these  antagonisms  that  the 
negative  aspects  of  French  behavior 
must  be  centered,  and  since  1944  they 
have  kept  on  up  to  1948. 

To  what  are  these  antagonisms  due, 
whose  clashing  tones  amazed  our 
American  friends  ?  The  causes  ex¬ 
plaining  them  are  of  a  spiritual  order 
for  some,  for  others  of  a  material 
order.  The  graver  ones  are  of  a 
spiritual  order,  because  the  French 
carry  their  passions  to  the  pitch  of 


1  Translated  from  the  original  French  by  H.  Loss,  Professor  of  Romance  Lan¬ 
guages,  Carleton  College. 
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fanaticism,  which,  in  the  sixteenth 
century,  was  the  fanaticism  of  the  re¬ 
ligious  wars.  These  passions,  whether 
ideological  or  partisan,  find  their  vent 
in  acts  of  injustice  all  the  more  bale¬ 
ful  to  national  harmony  because  the 
belief  that  they  are  disinterested 
seems  to  render  them  legitimate. 
Luckily  there  exists  a  core  of  more 
reasonable  individuals  whose  sound 
sense  and  wisdom  are  striving  to  estab¬ 
lish  an  inner  French  peace;  being  fair- 
minded  they  are  well  aware  that  the 
refusal  to  understand  others  is  the 
proof  of  the  unreasonableness  of 
clashes  which  oitly  very  seldom  cannot 
be  composed  or  should  find  their  settle¬ 
ment  in  the  play  of  democratic  institu¬ 
tions. 

Material  difiiculties  of  existence 
also  have  their  share  of  responsibility 
in  these  divisions.  But  these  are 
economic  and  monetary  difficulties 
from  which  most  Frenchmen  are  suf¬ 
fering:  the  rise  in  prices  and  the 
growing  disparity  between  the  cost  of 
living  and  income.  The  French  people 
as  a  whole  are  suffering  the  conse¬ 
quences  of  the  war  and  the  occupation : 
the  crushing  of  the  French  economy, 
increasing  financial  burdens,  but 
chiefly  the  depreciation  of  money, 
which  is  the  sign  of  it. 

However,  these  consequences  bear 
down  unequally  on  the  different  strata 
of  the  French  population:  some  are 
more  or  less  sorely  stricken ;  others 
have  escaped  them  or  nearly  so. 

The  strata  hardest  hit  in  the  secur¬ 
ity  of  their  existence  are  those  I  shall 
call  the  two  mw  proletariats. 

One  is  the  proletariat  of  those  liv¬ 
ing  on  a  pension.  The  pension  for  the 
aged  is  totally  insufficient  to  alleviate 
their  unhappy  plight.  And  it  must  be 
said  that  despite  fair  promises  the  leg¬ 


islators  have  been  quite  indifferent  to 
those  living  on  a  pension.  The  for¬ 
tunes,  often  scandalous,  gained  on  spe¬ 
culation,  make  this  still  more  shock- 
ing. 

The  second  proletariat  is  that  of  in¬ 
tellectual  workers.  Intellectual  labor 
in  France  remains  in  an  unfavorable 
position  in  comparison  with  profes¬ 
sional  work  and  technicians’  labor; 
and  by  a  reversal  which  merely  repeats 
an  injustice  the  other  way  round,  the 
divergence  has  been  magnified  with  re¬ 
lation  to  manual  labor. 

By  the  side  of  these  two  proletariats 
the  urban  populations  of  large  and 
medium-sized  cities  have  been  harder 
hit  than  the  others  by  the  rise  in  prices. 

However,  two  exceptions  must  be 
pointed  out. 

The  first  is  that  new  feudalism 
which  was  born  out  of  the  storm  like 
parasitic  mushrooms  in  the  woods. 
This  class  is  made  up  of  all  those 
whose  only  profession  it  is  to  thrive 
on  the  common  misfortune — a  feudal¬ 
ism  similar  to  that  which  fleeced  the 
people  during  the  dark  periods  of  the 
Middle  Ages:  a  feudalism  of  specula¬ 
tion  and  black  markets.  There  is  no 
need  of  long  dissertations  to  define  and 
condemn  it.  France  might  have  cir¬ 
cumscribed  the  evil  had  it  had  an 
organization  for  distribution  such  as 
has  been  partially  realized  in  the 
United  States.  But  France  has  not 
been  spared  that  ulcer  which  only 
cautery  could  treat. 

Another  class  has  almost  completely 
escaped  from  these  material  hardships: 
the  peasant  classes.  They  are  near  to 
the  largest  portion  of  their  living  sup¬ 
plies.  Among  countn'-dwellers,  even 
those  who  are  not  farmers  profit  from 
this  proximity  to  supplies. 

The  enrichment  of  French  farms  is 
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a  fairly  general  fact.  Such  prosperity 
is  justified  by  the  harshness  and  effi¬ 
ciency  of  rural  toil  carried  on  at  every 
hour  of  the  day  and  in  the  uncertainty 
of  the  seasons. 

This  prosperity  is  a  well-deserved 
reversal  of  things  here  on  earth.  For 
centuries,  and  up  to  1914,  labor  on 
the  soil  was  verv  poorly  remunerated 
and  the  poverty  of  the  peasantry  was 
not  a  mere  legend.  During  the  war 
of  1914  the  peasants  were  sorely  tried. 
In  the  1,700,000  dead  their  share  in 
the  sacrifice  was  large.  But  it  is  still 
more  important  to  record  the  qualities 
of  the  peasant  class,  endurance  and 
persistence  in  labor,  common  sense 
and  shrewdness  which  make  up  a 
treasure-house  of  sound  qualities  for 
French  psychology. 

A  social  historian  of  France  can 
therefore  only  rejoice  at  the  present 
prosperity  of  the  peasant'  classes. 
Their  contribution  to  the  French 
people  is  essential  to  a  happy  equili¬ 
brium.  Should  their  influence  weak¬ 
en,  France  would  lose  a  counterweight 
necessary  to  the  great  machine.  The 
variety  of  seasons  and  tasks,  the  vicis¬ 
situdes  of  atmosphere  break,  for  this 
entire  class,  the  rhythm  and  monotony 
of  mechanized  labor. 

Preserving  as  it  does  personal  and 
daily  contact  with  the  soil  and  natural 
forces,  this  same  class  is  better  pro¬ 
tected  than  others  against  the  ground 
swells  and  tidal  waves  that  can  sweep 
away  the  working  masses. 

Finally  the  peasants  have,  in  com¬ 
mon  with  the  new  artisans  and  the 
work('rs  enjoying  a  strong  professional 
qualification,  a  fondtiess  for  small 
tasks,  as  Brice  Parain  calls  them  in 
Essai  sur  la  misere  humaine.  These 
small  tasks  stand  half  way  between  the 
artisan’s  work  and  the  artist’s  work; 


from  them  spring  the  concern  for 
quality,  the  flower  of  quality  which  is 
as  necessary  to  the  life  of  a  society  as 
the  quantitative  masses  of  production. 

The  second  active  and  dynamic  ele¬ 
ment:  the  Frenchwoman  and  what  she 
has  come  to  be  during  the  1933-44 
period.  Women  in  France  have  al¬ 
ways  played  an  important  role  ever 
since  the  thirteenth  century  when,  face 
to  face  with  the  brutality  of  feudal 
manners,  France  proceeded  to  intro¬ 
duce  a  veritable  moral  revolution  by 
its  influence  on  chivalry  and  mores. 

Later  on,  in  the  eighteenth  century, 
and,  again,  in'  the  nineteenth,  the 
mother,  in  all  social  classes,  was  an 
admirable  teacher.  To  give  but  a  few 
examples  here,  the  Protestant  mother 
of  Guizot  in  the  South,  the  mother  of 
the  devoutly  Catholic  Albert  de  Mun, 
the  peasant  mother  of  Proudhon,  and 
the  working-class  Proven<;ale  mother 
of  Agricol  Perdiguier,  the  journey¬ 
man,  contributed  largely  to  the  forma¬ 
tion  of  powerful  personalities. 

French  women  faced  the  turbid, 
tragic  years  from  1933  to  1944  cour¬ 
ageously  and  at  times  spiritedly:  their 
everyday  endurance,  frequently  their 
heroism  gave  women  of  every  genera¬ 
tion  a  strength  of  character  which  has 
l)cen  called  virile  by  some  men. 
French  women  emerged  transformed 
from  this  ordeal,  if  not  in  the  depths 
of  their  nature,  at  least  in  their  atti¬ 
tude  of  sound  practical  sense  and 
breezy  resoluteness.  Public  opinion 
was  at  one  in  recognizing  the  feminine 
electorate’s  right  to  the  franchise. 
When  we  reflect  that  the  first  cam¬ 
paign  for  woman  suffrage  launched  by 
a  woman,  Jeanne  Deroin,  dates  a  cen¬ 
tury  back,  it  may  fairly  be  said  that 
if,  after  so  long  a  delay,  French 
women  did  obtain  satisfaction,  they 
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owe  it  to  none  but  themselves. 

This  achievement  is  bound  to  have 
a  happy  influence  on  the  peaceful 
evolution  of  democratic  institutions  in 
France.  It  will  permit  the  realization 
of  the  constitution  of  the  Family 
Statute  and  of  all  the  reforms  which 
logically  derive  from  it,  be  they  rela¬ 
tive  to  the  child,  the  mother,  or  the 
family  as  a  whole:  prenatal  allow¬ 
ances,  the  obligation  of  giving  a  work¬ 
ing  woman  the  opportunity  of  giving 
birth  to  her  children  in  normal  condi¬ 
tions,  and  other  legislative  or  protec¬ 
tive  measures  which  are  beginning  to 
exercise  their  influence  on  the  birth 
rate  and  will  exercise  it  on  infant 
mortality,  once  the  lamentable  conse¬ 
quences  have  been  eliminated  which 
the  war  and  the  occupation  had  for  the 
children  of  large  poor  families. 

Another  positive  element  capable  of 
having  a  dynamic  influence  upon  the 
moral  situation  in  France  is  the  state 
of  mind  of  an  important  proportion 
of  French  youth  and  the  formation  of 
youthful  elites  among  bourgeois,  work¬ 
ing  men,  and  peasants. 

The  upheavals  in  the  world  have 
stirred  up  in  French  youth  a  psycholo¬ 
gical  transformation  which  pits  the 
generation  growing  up  between  1919 
and  1936  against  the  present  one. 
Young  people  from  the  years  1920  and 
1930  iteceived  from  their  environment 
the  vision  of  a  world,  styled  modern, 
addicted  to  pleasures  of  the  moment, 
to  agitation,  to  unresting  bustle,  in 
Pascal’s  phrase,  rather  than  to  reading 
and  reflection.  Pierre  Monattre  would 
have  said  that  in  those  days  people 
“drank”  the  weeklies  and  illustrated 
reviews.  There  existed  a  curious 
mimicry  among  classes,  for  all  of 
them,  bourgeois,  working  people,  and 
the  young,  found  their  heroes  in  a 


champion  cyclist,  a  motion  picture 
star,  an  aviation  ace,  or  a  rugby  play¬ 
er,  rather  than  among  statesmen, 
scholars,  or  artists.  What  real  glory 
there  was  w'ent  to  the  former.  The 
years  from  1924  to  1939  were  years 
of  a  feverish  and  unstable  world 
wherein  the  present  held  nothing  that 
was  steady,  and  the  future  nothing 
stable. 

Youth,  perhaps,  took  refuge  in  agi¬ 
tation  that  allowed  it  to  escape  from 
the  spectacle  its  plastic  soul  observed 
of  triumphant  unreason  and  unfettered 
violence.  And  yet,  there  came  a  mo¬ 
ment,  the  character  of  which  must 
have  been  psychologic,  although  for 
most  the  reaction  was  instinctive, 
when  resistance  was  organized  to  the 
reign  of  force.  The  young  responded 
to  an  appeal,  now  from  without,  now 
from  within,  and  faced  the  dreadful 
years  from  1940  to  1944. 

Gradually  the  spectacle  of  instabil¬ 
ity  and  surrender  was  replaced  by  a 
different  vision  which  had  remained 
bright  for  very  many,  if  not  for  all, 
for  not  a  few  had  been  unable  to  resist 
the  suggestions  of  violence,  murder, 
and  rapine.  Such  may  have  remained 
morally  crippled,  and  a  social  body 
restored  to  health  may  have  to  elim¬ 
inate  these  evil  ferments  little  by  little. 
But  it  is  enough  that  the  majority  have 
seen  a  new  vision  of  the  w’orld  pre¬ 
sented  to  their  minds;  it  is  still  far 
from  perfect  clearness,  resembling 
rather  those  torrents  from  lofty  moun¬ 
tains  that  sweep  mud  along  with  the 
purest  w'ater. 

To  be  sure  there  is  no  further  call 
at  present  to  heroism  and  stirring  ad¬ 
ventures,  but  there  is  a  call  for  every¬ 
day  courage  exciting  not  to  gallantry 
but  perservering  tenacity.  The  task 
offered  to  French  youth  is  a  long  one 
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and  calls  for  manifold,  •  unflagging 
qualities.  The  behavior  of  young 
Frenchmen  today,  accordingly,  derives 
more  from  lucidity  and  poise  than 
from  impatient  enthusiasm.  They  un¬ 
derstand  the  difficulties  that  will 
spring  both  from  their  inner  divisions 
and  the  political  and  international 
positions  of  their  country.  And  so  the 
young  are  turning  their  eyes  toward  a 
united  Europe,  for  they  hope  to  find 
support  in  the  different  European 
peoples  among  the  young  elites  parallel 
to  their  own. 

If  the  term  elites  has  been  employed 
many  times  here,  it  is  because  one  of 
the  results  of  the  years  running  from 
1933  to  1945  has  been  to  accentuate 
the  qualities  of  the  best,  among  the 
young,  and  to  heighten  the  defects 
among  the  worst.  But  is  not  a  certain 
form  of  immoderateness  the  natural 
consequence  of  a  period  such  as  the 
one  extending  from  1930  to  1945  ? 
And  if  that  phenomenon  is  particu¬ 
larly  evident  in  France,  should  not  an 
event  perceptible  among  all  peoples 
have  been  accentuated  still  further  in 
France  from  the  very  fact  of  a  temp¬ 
erament  which  French  literature  has 


expressed  in  its  extreme  points  in  al¬ 
most  every  epoch  ? 

With  us  literature  has  often  been 
the  mirror  of  society  and  our  way  of 
life.  But  it  represents  rather  clashing 
currents  than  a  prism  formed  of  colors 
completing  one  another. 

From  this  rapid  sketch  we  may 
separate  out  some  conclusions  leading 
back  to  the  observation  with  which  it 
started:  an  extremely  mobile  diversity 
wherein  simultaneous  contradictions 
often  stand  revealed;  but  even  while 
clashing  these  dominating  tendencies 
preserve  their  permanence  across  the 
centuries.  We  perceive  the  simultane¬ 
ous  contradictions,  the  clashes,  and  the 
ruptures  they  occasion.  But  human 
mobility  does  not  discover  that  there 
follows  upon  them  a  return  to  equili¬ 
brium  due  to  an  unfailing  common 
sense  and  those  sound  qualities  alluded 
to  earlier.  Behind  the  apparent 
events  which  provide  history  with  its 
stage  setting,  there  are — and  therein 
the  inner  drama  of  France  is  placed 
— decisive  undercurrents,  invisible 
though  they  be,  situated  in  the  souls 
of  men  and  the  soul  of  the  French 
masses. 
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IF  we  accept  the  theme  that  United 
States  foreign  policy  has  moved 
rapidly  from  isolationism  to  inter¬ 
nationalism,  we  discover  Germany  at 
both  ends  of  the  continuum. 

The  militaristic  threat  of  Xazi  Ger¬ 
many  precipitated  our  emergence  from 
isolationism  as  the  chief  participant 
in  concluding  the  most  formidable  war 
in  history.  Now,  occupied  Germany 
has  become  the  main  proving  ground 
on  which  we  are  testing  our  status  in 
international  affairs,  and  we  find  our¬ 
selves  committed  to  the  treatment  of 
Western  Germany  as  the  European 
area  on  which  the  greatest  reliance  is 
placed  by  the  Marshall  Plan  nations 
in  the  interests  of  stimulating  their 
own  recovery. 

Between  Hitler’s  Germany  and  the 
Germany  which  we  would  wish  to  con¬ 
tribute  to  the  rehabilitation  of  the 
European  economy  there  stretches  a 
multitude  of  politico-economic  consid¬ 
erations.  It  has  not  always  been  clear 
to  the  American  public  whether  an 
American  action  with  respect  to  Ger¬ 
many — or  an  Anglo-American  or  an 
Anglo-F  ranco-American  action — has 
l)een  directed  at  Germany  or  beyond 
Germany.  It  is  much  easier  to  inter¬ 
pret  Soviet  moves  with  respect  to 


Germany.  When  Soviet  actions  are 
understood,  our  own  reactions  become 
understandable,  as  counter  moves. 

But  this  is  not  the  pattern  which 
the  militarv’  occupation  of  Germany 
was  intended  to  follow.  The  four- 
power  machinery  designed  to  govern 
Germany  was  considered  as  leading  to 
a  unified  economy  standing  on  four 
cornerstones:  Denazification,  Demili¬ 
tarization,  Deindustrialization,  and 
Democratization,  the  four  D’s  which 
caused  J.  Kenneth  Galbraith  to  remark 
that  we  had  no  German  policy,  but, 
rather,  were  waging  a  frontal  attack 
on  the  English  language. 

The  highly  controversial  and  great¬ 
ly  maligned  process  of  denazification 
has  been  the  subject  of  bitter  criticism. 
Circles  of  the  right  frequently  impugn 
the  program  as  having  been  motivated 
by  the  spirit  of  revanche,  often  insinu¬ 
ating  that  this  is  a  pet  project  of  small 
minority  groups  which  have  suffered 
disproportionately  at  the  hands  of  the 
Fascists.  It  is  asserted  that  since  the 
Xazis  were  the  brains  of  Germany, 
their  removal  from  office  and  jwsitions 
of  influence  has  resulted  in  leaving 
Germany  not  only  a  mediocre  political 
leadershij)  but  a  substandard  manage- 
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ment  staff  to  cope  with  economic  re¬ 
covery. 

Criticism  from  opposite  q,uarters 
suggests  that  the  denazification  pro¬ 
gram  has  failed,  that  it  has  not  been 
sufficiently  far  reaching  and  severe, 
and  that  U.S.  Military  Government 
implementation  of  this  policy  has  em¬ 
phasized  the  trial  of  the  lesser  Nazis 
to  the  detriment  of  an  early  prosecu¬ 
tion  of  the  major  offenders.  On  top 
of  these  fundamental  though  divergent 
criticisms,  there  still  are  cries  of 
“Bureaucracy” — the  required  filing  of 
very  detailed  fragehogen  and  melde- 
hogen  (questionnaires) — coming  from 
mentalities  which  seem  to  evaluate 
most  highly  that  program  which  uses 
least  paper. 

Denazification  policy  did  not  spring 
full  grown  like  Pallas  Athena  from 
the  brow  of  Zeus.  It  represented  more 
than  the  pent-up  anger  of  the  coun¬ 
tries  of  all  Europe  which,  at  the  nadir 
of  Nazi  barbarity,  had  seen  tens  of 
thousands  of  their  stalwart  sons  ruth¬ 
lessly  exterminated.  Denazification 
evolved  as  a  well-formulated  policy  to 
punish  through  judicial  process  those 
leaders,  supporters,  and  officials  who 
could  be  held  responsible  for  the  estab¬ 
lishment  and  maintenance  in  power 
of  the  Nazi  tyrant.  It  served  to  re¬ 
peat  a  Roman  warning  that  the  des¬ 
cent  to  Avernus  is  easy,  but  to  recall 
one’s  footsteps  hoc  opus,  hie  labor  est. 

The  formalization  of  the  basic  pol¬ 
icy  in  the  Potsdam  Agreement — 
signed  by  the  Fnited  States,  United 
Kingdom  and  the  U.S.S.R. — and  the 
Quadripartite  Control  Council  Direc¬ 
tive  No.  38,  represented  the  will  of 
millions  throughout  the  world.  Im¬ 
plicit  in  this  approach  was  the  accept¬ 
ance  of  prosaic,  non-Nazi  leadership 
in  preference  to  meteoric  Nazi 


“genius.”  If,  as  one  result,  the  econ¬ 
omy  of  Germany  were  to  revive  less 
rapidly,  this,  too,  was  the  price  of  in¬ 
suring  the  peace. 

By  March,  1948,  in  the  U.S.  Zone, 
with  a  population  of  approximately 
17,000,000,  the  following  sanctions 
had  been  imposed  as  a  result  of  con¬ 
viction  by  denazification  trials:  347 
were  to  be  imprisoned  for  from  five 
to  ten  years,  6,514  up  to  five  years, 
63,000  to  be  fined  1,000  Reichsmarks 
or  more,  and  335,000  less  than  1,000 
Reichsmarks. 

The  policy  of  denazification  and  the 
moral  principles  involved  should  not 
be  confused  with  the  failure  to  achieve 
and  maintain  quadripartite  agree¬ 
ment  on  fundamental  issues  -which  has 
affected  the  attitude  of  the  occupying 
powers  toward  denazification.  Oppor¬ 
tunism  has  been  manifested  in  the 
competition  which  has  ensued  for  the 
favor  of  the  German  people.  In  this 
respect,  we  feel  that  U.S.  Military 
Government  has  displayed  greater  in¬ 
tegrity  and  less  temporizing  with 
principle  than  the  other  occupying 
powers. 

In  addition,  a  most  important  fac¬ 
tor  in  bogging  down  the  operation  of 
the  law  has  been  the  understandable 
German  lack  of  sympathy  for  the 
program.  But,  clearly  the  critics  of 
denazification  per  se  are  out  of  hai> 
mony  with  the  four  freedoms  and 
other  democratic  motives  which  char¬ 
acterize  the  nobility  of  our  World  War 
victory.  It  should  be  asked  of  those 
who  indict  the  implementation  of  the 
policy  whether  they  recognize  the  pres¬ 
ent  status  of  denazification  as  being 
but  one  corollary  of  the  accelerated 
polarization  which  has  developed  be¬ 
tween  East  and  West. 

Demilitarization  was  one  of  the  im- 
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mediate  control  measures  instituted  by 
military  government  following  the 
cessation  of  hostilities.  In  accordance 
with  the  Potsdam  Agreement  and  the 
Joint  Chiefs  of  Staff  Directive  to  the 
Commander-in-Chief,  TT.S.  Forces 
(JCS  1067),  May,  1945,  our  occupa¬ 
tion  forces  were  ordered  to  destroy 
Germany’s  military  power  and  to  pre¬ 
vent  its  revival.  German  land,  naval 
and  air  forces  were  disbanded.  !More 
than  eight  million  Germans  in  uniform 
were  either  dischai^d  or  transferred 
to  the  custody  of  the  Allied  Powers. 
Practically  all  military  installations 
and  war  material  were  disposed  of  or 
destroyed.  This  operation  represents 
a  most  successful  Allied  ^Military  Gov¬ 
ernment  undertaking — ^largely  as  a  re¬ 
sult  of  general  quadripartite  policy 
agreement  and  genuine  execution  by 
the  four  IVfilitaiy  Governors. 

The  prevention  of  a  recrudescence 
of  German  military  power  involves: 
surveillance,  prohibition  of  planning 
or  construction  of  military  installa¬ 
tions,  and  of  the  manufacture,  import 
and  transport  of  war  materials;  con¬ 
trol  of  scientific  research ;  and  estab¬ 
lishing  a  level-of-industry  program  re¬ 
stricting  industries  easily  convertible 
to  military  use. 

Deindustrialization  represents  an  in¬ 
ternationally  agreed  approach  to  the 
dual  problem  of  establishing  a  self- 
supporting  economy  with  physical 
controls  designed  to  prevent  a  resur¬ 
gent  military-industrial  machine.  Con¬ 
trary  to  some  assertions,  the  so-called 
Morgenthau  Plan  has  never  been  a 
part  of  our  occupation  policy.  The 
four  c»ccupying  powers  compromised 
their  differences  in  March,  1946,  in 
establishing  the  Reparaiions  and  Level 
of  Industry  Plan.  This  agreement 
provided  that  plant  capacity,  in  excess 


of  that  required  to  sustain  a  unified 
Germany,  was  to  be  delivered  to  na¬ 
tions  w’hose  economy  had  suffered  from 
Fascist  aggression.  Of  the  repara¬ 
tions  removals  from  the  Western 
Zones,  75  percent  was  allotted  to  the 
Western  nations  and  25  percent  to  the 
IT.S.S.R.  and  Poland.  Moreover, 
three-fifths  of  the  Soviet  share,  15  per¬ 
cent  of  the  total,  was  to  be  paid  for 
by  the  U.S.S.R.  in  products  of  equal 
value. 

Failure  to  achieve  the  economic  uni¬ 
fication  stipulated  by  quadripartite 
agreement  at  Potsdam  did  not  lessen 
our  determination  progressively,  if 
gradually,  to  secure  two  zones  at  first 
(Bizonal  Germany),  then  three  zones 
(Trizonal  Germany),  and  eventually 
quadripartite  economic  unification  as 
agreed  upon  at  Potsdam.  On  Decem¬ 
ber  2,  1946,  Secretary  of  State  Byrnes 
and  British  Foreign  Secretary  Bevin 
signed  the  “Agreement  of  Economic 
Fusion  of  the  U.S.  and  U.K.  J^ones 
in  Germany.”  By  this  agreement 
merging  the  two  zones,  the  two  govern¬ 
ments  aimed  to  achieve  a  self-sustain¬ 
ing  economy  for  their  combined  area 
by  the  end  of  1950. 

Up  to  the  middle  of  1947,  the  de¬ 
velopment  of  occupation  policy  was  by 
and  large  restricted  to  those  problems 
arising  within  the  limits  of  Bizonal 
Germany.  In  June,  1947,  however, 
the  Marshall  Plan  recast  our  ideas  in¬ 
to  a  new  and  more  generous  mold — 
the  economic  recovery  of  Europe. 

In  this  context,  on  August  29,  1947, 
the  Revised  Level  of  Industry  Plan 
established  higher  limits  of  plant  capa¬ 
city  to  be  retained  in  Bizonal  Ger¬ 
many  in  order  to  make  that  truncated 
area  self-supporting,  at  about  75  per¬ 
cent  of  its  1936  industrial  output.  As 
a  base  year,  1936  was  selected  as  a  re- 
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latively  normal  prewar  year  in  which 
the  rearmament  race  had  not  reached 
a  highly  pronounced  rate  of  accelera¬ 
tion.  A  total  of  682  plants  were  desig¬ 
nated  as  available  for  reparations. 
The  sixteen  nations  which  constitute 
the  Inter-Allied  Reparations  Agency 
(lARA)  feel  most  strongly  that  they 
are  entitled  to  receive  re])aration8  to 
restore  their  own  pirated  and  deva¬ 
stated  countries.  Furthermore,  the 
equipment  thus  being  made  releaseable 
is  in  excess  of  Germany’s  capacity  to 
use  for  a  number  of  years  due  to  short¬ 
ages  in  transport,  coal,  and  manpower. 

This  is  not  to  say  that  no  minor 
hardships  have  resulted  to  the  German 
economy  and  that  all  nations  involved 
are  benefitting  immediately  and  direct¬ 
ly.  It  does  mean,  however,  that  the 
technique  of  establishing  a  level  of  in¬ 
dustry  has  been  accepted  as  a  means 
of  braking  the  unbridled  militarism 
that  has  enabled  Germany  to  generate 
world  conflict  twice  within  one  genera¬ 
tion.  It  indicates,  too,  that  bipartite 
economic  experts  estimate  that  the  bi¬ 
zonal  area  can  become  self-supporting 
if  the  equipment  to  be  retained  in  the 
area  is  fully  utilized.  Furthermore, 
if  this  equipment  can  be  placed  in 
operation  elsewhere  more  quickly  than 
in  Germany,  it  may  well  serve  to  ex¬ 
pedite  European  recovery. 

The  last  of  the  four  D’s,  Democrat¬ 
ization,  is  of  greatest  importance  in 
the  development  of  a  peaceful  Gei> 
man  state.  Its  meaning  as  variously 
interpreted  by  each  of  the  four  occupy¬ 
ing  powers,  and  separately  by  the  Ger¬ 
mans,  has  become  a  critical  issue. 
Since  occupation  is  not  a  normal  demo¬ 
cratic  concept,  it  begets  the  contradic¬ 
tion  of  a  military  government  with 
fully  advertised  autocratic  powers 


attempting  to  teach  democratic  pro¬ 
cedures. 

That  this  problem  is  not  insoluble 
is  attested  to  by  the  somewhat  com¬ 
parable  relationship  of  teacher  and 
pupil,  perhaps  a  more  parallel  analogy 
is  that  of  correction  officer  and  juven¬ 
ile  delinquent.  It  has  been  our  con¬ 
sistent  aim  to  preserve  to  the  German 
his  rights  of  individual  freedom,  and 
to  conduct  military  government  with¬ 
in  a  rule  of  law  which  the  Germans 
can  conduct  themselves  when  more 
normal  democratic  processes  of  govern¬ 
ment  are  eventually  turned  over  to 
them. 

To  build  a  democratic  structure  of 
Land  (State)  governments,  the  U.S. 
Military  Government  appointed  prep¬ 
aratory  commissions  in  each  Land  to 
draft  constitutions  for  the  considera¬ 
tion  of  state  conventions  elected  by 
popular  vote  on  June  30,  1946.  These 
constitutions  were  adopted  by  large 
majorities.  In  addition,  political 
parties  were  licensed  and  a  modicum 
of  self-government,  particularly  on  the 
local  level,  instituted. 

It  is  most  imperative  that  we  culti¬ 
vate  and  nourish  a  new  culture  of 
democratic  ideas  and  attitudes  in  the 
minds  and  daily  lives  of  the  German 
people,  particularly  its  youth.  This  is 
especially  urgent  in  view  of  the  in¬ 
tense  conflict  of  opposing  ideolc^ies 
being  waged  in  the  world  today,  a 
struggle  which  has  not  been  resolved 
by  the  recent  world  war.  Let  no 
one  be  deceived  into  thinking  that  an¬ 
other  world  holocaust  will  do  more 
than  determine  which  contestant  is 
militarily  the  stronger.  The  triumph 
of  ideas  and  the  superiority  of  a  mode 
of  living  is  demonstrated  neither  in 
the  field  of  combat  nor  in  the  wreckage 
of  cities,  but  rather  in  the  hearts  and 
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minds  of  men.  Surely  the  convictions 
of  determined  democrats  are  to  be 
valued  above  all,  and  will  endure  much 
longer  than  the  ephemeral  dross  of 
hysterical  propaganda.  If  we  aban¬ 
don  this  philosophy  then  we  not  only 
have  lost  faith  in  ourselves  but  also 
have  indicted  the  very  fabric  of  our 
society. 

Military  government  is  candidly 
aware  of  the  enormity  of  the  challenge 
of  stimulating  the  healthy  growth  of 
democracy  in  German  public  and  cul¬ 
tural  fields.  It  is  recognized  that  new 
ideas  regarding  the  theory  and  prac¬ 
tice  of  democracy  are  being  introduced 
to  a  people  artificially  cut  off  from  out¬ 
side  contact  for  years.  Our  expecta¬ 
tions  are  not  sanguine.  At  the  end  of 
last  year,  52  percent  of  the  Germans 
in  the  U.S.  Zone  still  believed  that 
Nazism  was  a  good  idea  badly  carried 
out,  while  38  percent  had  no  opinion. 
As  recently  as  last  year  72  percent  of 
the  Germans  felt  that  Germany  was 
not  responsible  for  the  war  although 
they  allowed  the  Nazis  to  come  to 
power.  Forty-three  percent  opined 
that  some  races  are  more  fit  to  rule 
than  others,  and  half  the  population  of 


the  U.S.  Zone  stated  that  the  Allies 
were  hindering  German  reconstruc¬ 
tion.  A  great  deal  of  patience,  tact, 
and  hard  work  backed  by  American 
public  understanding  and  support  will 
be  necessary  to  achieve  a  greater  mea¬ 
sure  of  success  in  this  vital  sphere  of 
education. 

The  very  magnitude  of  the  military 
government  operation  has  resulted  in 
mistakes  which  lend  themselves  to 
criticism.  But,  if  our  undertaking  is 
viewed  as  a  whole,  a  more  objective 
picture  is  obtained.  In  broader  con¬ 
text,  the  transition  of  U.S.  foreign 
policy  from  isolationism  to  interna¬ 
tional  co-operation  within  a  decade  has 
forged  problems  for  which  there  are 
no  neat  answers. 

The  United  States  of  America  is 
heir  to  a  wealthy  legacy  of  democratic 
thought  and  successful  domestic  ex¬ 
perience.  The  positive  application  of 
this  heritage  to  international  relations 
is  the  greatest  challenge  to  this  Ameri¬ 
can  generation.  The  occupied  Ger¬ 
many  of  postwar  Europe  presents  at 
once  the  challenge  and  an  opportunity, 
the  opportunity  of  proving  that  the 
peoples  of  the  world  can  achieve  peace. 
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Postwar  Economic  Problems 
in  Japan 

By  W.  SOKEN  EGEKVIST 
Former  Chief,  Price  Control  and  Rationing  Division, 

General  MacArthuFs  OHQ,  Tokyo,  Japan 

The  main  problems  in  Japan  ence  of  the  last  two  decades,  accounts 
today  are  economic.  Under  in  part  for  apprehension  on  the  part 
American  guidance  unprecedented  of  some  of  our  East  Asiatic  allies  con- 
strides  have  been  taken  by  the  occupa-  cerning  any  proposal  to  make  Japan 
tion  in  laying  a  firm  foundation  for  the  “workshop  of  Asia.’’  However, 
democracy  in  Japan.  Necessary  laws  Japan  is  now  completely  demilitarized, 
and  institutions  have  been  established  Implements  of  war  which  were  not 
and  re-education  has  been  rapid  and  destroyed  by  our  airpower  were  subse- 
widespread.  If  the  social  and  political  quently  demolished  by  our  occupation 
reforms  already  in  effect  are  to  have  forces.  Except  for  manpower,  Japan 
lasting  significance  it  is  necessary  that  does  not  now  have  the  means  or  the 
they  be  supported  by  a  free  and  reason-  industrial  potential  for  again  waging 
ably  sufficient  economy.  aggressive  warfare.  By  controlling 

The  solution  of  the  economic  prob-  Japan’s  access  to  raw  materials  and 
lems  in  Japan  is  of  vital  concern  to  accounting  for  her  production  in  a  few’ 
Americans  who  are  now  spending  near-  essential  industries  it  will  be  possible 
ly  four  hundred  million  dollars  an-  to  insure  against  her  rearmament, 
nually  to  prevent  disease  and  unrest  The  progress  made  in  democratizing 
among  the  seventy-nine  million  Japan-  the  Japanese  people  will  be  of  more 
esc  who  have  become  our  wards.  True,  importance  to  world  peace  than  limit- 
this  is  a  small  amount  compared  with  ing  Japan’s  ability  to  wage  w’ar.  A 
the  sums  being  expended  for  European  new’  constitution  has  been  adopted 
recovery,  and  we  have  had  less  grief  w’hich  abolishes  w’ar  and  incorporates 
and  a  greater  return  in  the  form  of  into  the  basic  law  of  the  land  the  essen- 
good  will  from  these  dollars  than  from  tial  democratic  safeguards  and  institu- 
similar  experiments  elsewhere  in  the  tions  which  we  have  learned  to  appre- 
world.  Yet  we  must  seek  an  early  date  and  value  in  America.  Demo- 
pcac.e  treaty  and  greater  opportunity  cratic  organizations  of  various  types 
for  the  Japanese  to  participate  in  for-  modeled  after  American  patterns  are 
eign  trade  if  they  are  to  become  inde-  being  organized.  Christianity  is  being 
pendent  of  United  States  relief.  spread  by  missionary  w’orkers  from 

Of  course  there  is  the  fear  that  our  country.  New’  sets  of  values  are 
Ja})an  uiay  once  more  become  a  power-  l)eing  inculcated  into  the  Japanese 
ful  aggressor  nation,  and  this  fear,  people,  and  the  demoralization  which 
still  vivid  in  the  light  of  the  experi-  followed  Japan’s  total  defeat  is  being 
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replaced  by  new  hopes.  But  the  basic 
economic  problems  confronting  Japan 
must  be  solved  in  order  that  the  ideals 
and  faith  we  have  brought  to  her 
people  will  have  real  meaning  and  so 
the  materialistic  promises  of  other  gov¬ 
ernmental  systems  will  not  jeopardize 
their  new  faith  in  democracy. 

It  has  not  been  the  policy  of  the 
occupation  to  establish  or  promote  any 
particular  standard  of  livirg  in  Japan. 
The  main  objective  in  the  economic 
sphere  to  date  has  been  the  prevention 
of  disease  and  unrest  which  could  im¬ 
pede  or  endanger  the  social  and  politi¬ 
cal  objectives  of  the  occupation.  The 
time  has  now  come  when  sound  and 
consistent  economic  planning  is  im¬ 
perative.  If  Japan  is  forced  to  limp 
along  on  the  brink  of  complete  eco¬ 
nomic  ruin  she  niay  well  prove  a 
greater  threat  to  the  future  peace  and 
security  of  the  world  than  if  she  is 
allowed  a  reasonable  opportunity  for 
economic  recovery. 

Japan  is  lacking  in  almost  all  basic 
raw  materials  necessary  for  an  indus¬ 
trial  economy.  Only  low-grade  coal 
and  water  power  exist  in  sufficient 
quantities  to  support  an  industrial  na¬ 
tion.  All  of  the  raw  cotton  for  her 
textile  industry  must  be  imported,  and 
she  is  almost  entirely  dependent  on 
foreign  sources  of  supply  for  petrole¬ 
um  products  and  coking  coal.'  These 
and  numerous  other  basic  materials 
must  be  brought  to  Japan  in  order  that 
her  abundant  labor  force  and  indus¬ 
trial  know-how  can  be  put  to  work. 

The  most  critical  shortage  in  Japan 
from  the  sociological  point  of  view  is 
food.  It  is  difficult  to  instil  demo¬ 
cratic  ideals  in  a  people  whose  primary 
concern  is  foraging  for  food.  The  food 
shortage  has  been  the  number  one  prob- 
km  in  Japanese  family  life  since  the 


war.  Never  self-sufficient,  Japan  now 
has  lost  her  prewar  sources  of  supply 
in  Korea,  Manchuria,  and  Formosa, 
and  it  is  doubtful  that  indigenous  pro¬ 
duction  can  be  increased  materially. 
The  repatriation  of  approximately  six 
million  Japanese  in  addition  to  the 
natural  increase  of  about  one  million 
persons  annually  has  aggravated  the 
food  problem  to  an  alarming  degree. 
American  wheat  has  prevented  starva¬ 
tion  in  postwar  Japan,  but  the  Japan¬ 
ese  have  not  been  able  to  obtain  enough 
food  to  support  a  working  population 
adequately.  Only  by  an  increase  in 
industrial  production  can  J apan  secure 
through  trade  the  food  necessary  to 
support  her  growing  population. 

Before  the  war  Japan  lived  by  for¬ 
eign  trade.  Her  manufactured  exports 
and  shipping  services  provided  the  ex¬ 
change  necessary  to  import  the  raw 
materials  and  food  necessary  to  sustain 
her  economy.  It  is  imperative  that 
Japan  be  encouraged  and  aided  in  re¬ 
establishing  her  peacetime  industries 
and  foreign  trade.  Much  of  Asia  is 
in  need  of  the  industrial  and  manu¬ 
factured  products  which  Japan  can 
supply  whereas  Japan  is  a  natural 
market  for  the  surplus  raw  materials 
of  Southeast  Asia.  Only  by  the  pro¬ 
motion  of  this  mutually  beneficial 
trade  will  the  economic  situation  in 
Asia  be  improved  and  the  J apanese  be¬ 
come  self-sustaining. 

A  highly  controversial  issue  at  the 
present  time  is  the  problem  of  Japan¬ 
ese  reparations.  Those  countries  which 
suffered  from  Japanese  aggression  and 
spent  untold  sums  in  human  life  and 
wealth  to  bring  about  Japan’s  defeat 
have  claims  which  cannot  be  denied. 
Yet,  we  must  be  rational  in  our 
approach  to  this  problem  if  we  hope 
to  arrive  at  a  satisfactory  solution  to 
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the  economic  problems  of  Japan.  It 
is  jrenerally  agreed  that  the  Japanese 
must  be  allowed  to  earn  a  reasonable 
minimum  standard  of  living  if  Japan 
is  to  become  a  stable  peaceful  nation. 
For  planning  purposes  the  standard  of 
living  existing  in  Japan  during  the 
early  thirties  is  used  as  a  goal.  Japan 
should  retain  those  industrial  facili¬ 
ties  necessary  to  achieve  the  produc¬ 
tion  existing  at  that  time,  adjusted  for 
population  changes  and  technological 
advancements.  Emphasis  should  be 
placed  upon  the  production  of  com¬ 
modities  in  short  world  supply  which 
could  be  exchanged  for  necessary  raw 
materials  and  food. 

Of  course  those  facilities  which  were 
primarily  devoted  to  the  war  effort 
must  be  removed.  However,  our  air- 
power  so  completely  wrecked  Japan’s 
industrial  plant  that  reconstruction 
and  rehabilitation  will  be  a  long  and 
tedious  process.  If  the  industrial 
facilities  which  are  contributing  to 
this  reconstruction  were  removed,  the 
United  States  would  have  to  increase 
the  aid  required  to  make  Japan  self- 
sustaining.  More  is  to  be  gained  by 
keeping  these  facilities  in  Japan  and 
letting  Japanese  goods  again  flow  to 
those  areas  which  need  them.  Such  a 
policy  would  benefit  all  nations.  The 
uncertainty  regarding  the  status  of 
Japanese  reparations  claims  is  one  of 
the  main  obstacles  to  Japanese  re¬ 
covery  efforts. 

Another  controversial  issue  is  the 
problem  of  business  decentralization. 
The  vast  family  trusts  known  as  the 
Zaibafsu  have  been  considered  by  most 
students  as  inconsistent  with  democra¬ 
cy.  The  dissolution  of  these  organiza¬ 
tions  has  been  under  way  since  the  be¬ 
ginning  of  the  occupation.  Some  ob¬ 
servers  fear  that  this  process  has  been 


carried  too  far,  while  others  cry  that 
the  occupation  has  been  too  lenient 
with  these  business  concerns  and  the 
people  who  oymed  and  operated  them. 
I  believe  that  General  Mac  Arthur  has 
been  both  fair  and  firm  in  his  handling 
of  this  issue.  No  one  would  advocate 
the  type  of  ownership  pattern  which 
existed  in  Japan  prior  to  the  occupa¬ 
tion.  Even  from  an  efficiency  stand¬ 
point  there  is  little  defense  for  a  sys¬ 
tem  which  allows  a  few  families  to 
own  large  segments  of  the  national 
economy  and  a  controlling  interest  in 
vast  industries.  But  it  seems  to  me 
that  there  is  as  much  danger  from 
placing  these  properties  in  the  hands 
of  a  bureaucracy  which  is  the  ultimate 
in  centralization. 

The  major  problem  is  to  find  indi¬ 
viduals  who  can  afford  to  invest  in  the 
securities  of  these  enterprises  now  that 
their  former  owners  no  longer  have 
control.  Only  those  who  have  become 
rich  from  black  market  operations  are 
in  a  position  to  purchase  these  securi¬ 
ties  today,  and  certainly  there  is  no 
disposition  to  aid  those  who  profiteer 
from  the  misery  of  their  fellow  citi¬ 
zens.  A  partial  solution  would  be  to 
encourage  foreigners  to  invest  in  Jap¬ 
anese  enterprise,  but  there  are  dangers 
to  carrying  such  a  policy  too  far.  Per¬ 
haps  the  only  possible  solution  consist¬ 
ent  with  our  objectives  would  be  for 
the  government  to  continue  to  hold 
these  securities  until  such  time  as  pri¬ 
vate  Japanese  investors  are  in  a  posi¬ 
tion  to  purchase  ownership  shares  in 
these  companies. 

Socialistic  proposals  are  advocated 
by  some  American  and  Allied  person¬ 
nel  as  the  easy  way  out  of  the  current 
dilemma.  Socialization  is  no  panacea 
for  Japanese  economic  difficulties,  and 
w’e  would  be  acting  contrary  to  our 
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basic  concepts  of  freedom  should  we 
saddle  the  Japanese  people  with  a  so¬ 
cialistic  state.  In  my  opinion  this  is 
a  great  danger  to  democracy  in  Japan. 
The  sensible  policy  of  dissolving  the 
large  combines  should  be  continued 
until  effective  business  competition  has 
emerged.  This  free  enterprise  system 
should  then  be  adequately  protected  by 
the  government  against  any  future 
attempt  to  concentrate  economic  con¬ 
trol  in  the  hands  of  a  few  individuals. 

It  is  impossible  to  discuss  economic 
reform  without  touching  briefly  on  the 
controversial  ‘‘purge”  issue.  The  un¬ 
fortunate  aspect-  of  any  purge  pr<^ram 
is  that  people  must  be  dealt  with  in 
broad  categories.  Of  course  there  can 
be  no  doubt  about  barring  individuals 
from  further  participation  in  political 
and  economic  affairs  if  they  were 
active  advocates  and  members  of  ultra- 
militaristic  and  aggressive  nationalis¬ 
tic  organizations.  Some  writers,  how¬ 
ever,  have  advocated  that  business  and 
economic  leaders  should  be  purged  if 
they  held  positions  of  influence  in 
large  companies.  To  disqualify  indi¬ 
viduals  merely  because  they  held  re¬ 
sponsible  positions  in  Japanese  busi¬ 


ness  during  the  war  seems  naive  and 
would  deprive  Japan  of  managerial 
and  technical  talent.  Many  of  these 
business  leaders  are  graduates  of 
American  universities  and  can  do 
much  to  give  democracy  real  meaning 
to  their  countrymen.  To  many  of 
these  men  the  surrender  of  Japan  was 
8  new  lease  on  life  and  a  chance  to 
help  guide  Japan  along  the  road  to 
peace  and  democracy.  I  believe  the 
occupation  has  taken  adequate  steps  to 
insure  that  those  responsible  for 
J apan’s  aggressive  militaristic  policies 
are  brought  to  justice. 

In  this  brief  discussion  I  have  been 
able  to  point  out  only  a  few  basic 
casual  factors  responsible  for  Japan’s 
postwar  economic  difficulties.  Of  pri¬ 
mary  importance  to  economic  recovery 
are  an  early  peace  treaty  and  reason¬ 
able  assistance  in  promoting  industrial 
rehabilitation  and  foreign  trade.  A 
self-sustaining,  stable  Japanese  econ¬ 
omy  will  reduce  the  financial  assist¬ 
ance  we  now  must  extend  for  relief 
purposes.  It  is  a  sine  qua  non  to  the 
social  and  political  reforms  which  have 
been  instituted. 


The  ^irxh  of  the  New  Japan 

By  SHINJIRO  KITASAWA 
Professor  of  Economics,  Waseda  University, 

Tokyo,  Japan 


OUT  of  the  devastation  and  chaos 
of  war,  Japan  has  begun  a  new 
era  in  the  task  of  building  up  a 
democratic  and  peaceful  state.  But  it 
goes  without  saying  ^hat  this  task  will 
require  strenuous  effort  and  sacrifice 
on  the  part  of  all  the  Japanese  people 
for  many  years  to  come. 

Through  trial  and  turmoil  the  Jap¬ 
anese  people  have  struggled  to  uproot 
all  traces  of  feudalism  and  are  now 
eagerly  trying  to  practice  democratic 
ways  of  living  in  every  sphere  of  na¬ 
tional  life.  But  it  is  a  slow,  painful 
process.  Nearly  three  years  have 
elapsed  since  programs  of  rehabilita¬ 
tion  were  instituted  and  still  economic 
conditions  are  wretched  enough.  Life 
is  hard,  food  is  scarce,  housing  is  in¬ 
sufficient.  Few  men  and  women  wear 
decent  shoes  and  clothes.  A  shortage 
of  transportation  facilities  causes  in¬ 
describable  confusion  among  the  pas¬ 
sengers  in  the  devil-take-the-hindmost 
frame  of  mind  at  train  and  tram  de¬ 
pots.  Theft  and  robbery  are  rampant 
because  of  a  scanty  supply  of  clothing 
and  food.  In  short,  spiralling  infla¬ 
tion,  labor  unrest,  political  instability, 
official  corruption,  low  public  morals, 
are  still  prevalent  in  this  country. 
However,  thanks  to  the  sane  and  ben¬ 
evolent  counsel  and  help  of  General 
^MacArthur,  the  basic  foundation  of 
democracy  has  been  laid  and  the  fu¬ 
ture  prospect  is  not  discouraging. 

With  the  enactment  of  a  new  con¬ 
stitution,  popular  sovereignty  has  been 
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proclaimed,  religious  liberty  and  civil 
rights  have  been  guaranteed,  and 
monopolistic  plutocracy  has  been 
curbed.  During  these  three  years  the 
Japanese  people  have  consistently  fol¬ 
lowed  a  course  leading  to  a  rigid  ful¬ 
filment  of  a  democratic  way  of  life 
that  was  imposed  upon  them.  Some¬ 
times  there  have  been  abuses  and  mis¬ 
understanding  of  the  real  meaning  of 
democracy,  but  gradually  the  people 
are  learning  by  bitter  experience  that 
democracy  is  not  merely  a  technical 
process,  a  political  device  for  electing 
a  responsible  government ;  it  is  a 
spirit  of  living,  a  way  of  life. 
Through  transformation  of  the  social 
structure  along  democratic  lines,  it 
may  be  said  that  the  cornerstone  of  the 
New  Japan  has  been  laid.  This  re¬ 
orientation  of  affairs  in  Japan  has 
been  favorably  accepted  by  the  allied 
powers,  who  are  sincerely  desirous  of 
encouraging  the  growth  of  democracy 
in  this  country. 

Of  all  the  perplexing  problems  now 
confronting  Japan,  none  is  more  diffi¬ 
cult  than  that  of  economic  rehabilita¬ 
tion.  Economic  chaos  has  caused  seri¬ 
ous  political  and  social  dislocations 
which  are  a  natural  consequence  of 
war  and  defeat.  The  war  destroyed 
almost  all  capital  of  the  country,  both 
industrial  equipment  and  raw  ma¬ 
terial.  So,  when  the  war  came  to  an 
end,  the  Japanese  people  were  com¬ 
pletely  at  a  loss  to  meet  the  problems 
of  economic  rehabilitation.  With  in- 
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creasing  demand  for  daily  necessities, 
accompanied  by  excessive  money  cir¬ 
culation,  prices  spiralled  in  an  infla¬ 
tionary  whirlwind  that  boosted  living 
cost.  High  wage  demands  followed. 
Consequently,  the  Japanese  economy 
has  drifted  to  and  fro  without  a  defin¬ 
ite  plan  for  the  trying  period  of  two 
and  one  half  years  while  a  benevolent 
occupation  supplied  the  Japanese 
people  with  the  food,  fertilizer,  oil, 
and  other  commodities  that  kept  them 
alive. 

Japan  has  lost,  as  a  result  of  the 
war,  47  percent  of  her  former  terri¬ 
tory  while  the  population,  within  the 
reduced  area,  has  witnessed  an  in¬ 
crease  of  ten  million  since  the  surren¬ 
der.  Indusijrial  production  has  de- 
dined  77  percent.  Even  in  total  pro¬ 
duction,  including  agricultural  and 
mining  products,  there  has  occurred  a 
decrease  of  40  percent.  It  is  impossi¬ 
ble,  under  such  circumstances,  to  stab¬ 
ilize  the  Japanese  economy  without 
the  aid  of  foreign  capital.  In  spite 
of  the  strenuous  effort  for  economic 
recovery,  industrial  production  lags 
behind  expectation  because  of  the  un¬ 
certainties  of  the  future  and  the  un¬ 
known  burden  of  reparation  demands. 

^fany  attempts  have  been  made  to 
overcome  inflation  but  so  far  they  have 
Ix'en  in  vain.  It  is  clear  that  the  only 
way  to  cope  with  inflation  is  to  in¬ 
crease  production  and  to  reduce  exces¬ 
sive  money  circulation.  Furthermore, 
it  is  necessary  to  establish  industrial 
peace  between  management  and  labor, 
to  guarantee  a  minimum  standard  of 
living  for  the  people  by  means  of  an 
effective,  rational  system  of  distribu¬ 
tion  of  the  necessities  of  life,  and  to 
balance  the  government  budget  of  ex¬ 
penditure  and  revenue.  All  these 
measures  must  be  undertaken  if  the 


economy  is  to  work  well.  However, 
the  increase  of  production  is  a  most 
important  factor  for  economic  rehabili¬ 
tation. 

It  may  be  said  that  there  are  en¬ 
couraging  signs  as  to  future  produc¬ 
tion.  In  the  first  place,  a  considerable 
increase  of  coal  production  occurred  in 
December  of  last  year.  Three  million 
tons  were  obtained,  and  a  substantial 
increase  is  expected  in  this  year’s  out¬ 
put,  with  a  set  goal  of  thirty-six  mil¬ 
lion  tons. '  No  doubt,  increased  coal 
production  will  result  in  more  electri¬ 
city,  increased  traffic,  and  greater  in¬ 
dustrial  production.  This  year’s  pro¬ 
duction  in  general  is  expected  to  be 
about  40  percent  larger  than  last 
year’s,  or  approximately  42  percent  of 
the  prewar  levels.  In  addition,  pri¬ 
vate  foreign  trade  has  been  reopened 
since  August  first  of  last  year,  and  the 
export  and  import  revolving  fund  is 
expected  to  go  into  full  operation  be¬ 
fore  long.  This  will  encourage  long¬ 
term  foreign  credits  and  private  for¬ 
eign  investments,  then  raw  materials 
will  be  available  in  substantial  volume, 
and  production  will  further  increase. 

Rumors  have  been  circulated  recent¬ 
ly  that  a  currency  reform  similar  to 
that  enforced  in  Western  Germany 
will  be  undertaken  in  this  countrv'  to 
overcome  inflation.  This,  however, 
was  denied  by  the  authorities  of  the 
Finance  Ministry.  They  held  that 
conditions  relating  to  the  Japanese  na¬ 
tional  economy  at  present  are  entirely 
different  from  those  existing  in  West¬ 
ern  Germany.  On  the  contrary,  they 
declared,  there  are  today,  in  this  coun¬ 
try,  increasing  signs  that  the  Japanese 
yen  is  steadily  being  stabilized,  and 
therefore  it  is  more  advisable  to  stabil¬ 
ize  the  monetary  situation  by  the  en¬ 
couragement  of  savings  than  by  means 
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of  drastic  monetary  reform  measures 
which  are  likely  to  entail  possible  eco¬ 
nomic  confusion  and  dislocation. 
While  the  Bank  of  Japan  note  issues 
have  exceeded  the  Y220,000  million 
mark,  some  one  hundred  times  the  pre¬ 
war  level,  they  pointed  out,  the  recent 
rates  of  price  increase  and  the  empha¬ 
sis  on  cash  in  business  transactions  in 
this  country  make  it  entirely  unwar¬ 
ranted  to  attempt  a  drastic  currency 
reform.  Furthermore,  reform  pro¬ 
grams  thus  far  enforced  in  Europe 
have  failed  when  put  into  practice  in 
a  country  where  recovery  of  produc¬ 
tion  has  been  inadequate.  So,  they 
concluded,  if  currency  reform  similar 
to  that  of  Western  Germany  is 
attempted  in  Japan  under  present 
conditions,  it  will  only  aggravate  the 
inflationary  situation.  None  the  less, 
it  is  of  great  importance  that  Japan 
take  immediate  steps  to  overcome  this 
runaway  inflation  by  appropriate 
means. 

To  realize  fully  Japan’s  economic 
rehabilitation  it  is  most  urgent  to 
establish  industrial  peace  between 
capital  and  labor.  It  may  be  men¬ 
tioned  here  that  the  only  remaining 
national  resource  of  Japan  is  an  abun¬ 
dant  supply  of  labor  power.  And  with¬ 
out  the  co-operation  of  the  workers 
any  economic  recovery  plan  would  be 
futile.  With  the  coming  of  peace,  the 
Japanese  Government,  in  conformity 
with  the  spirit  of  the  Potsdam  De¬ 
claration  and  a  directive  of  General 
Mac  Arthur,  enacted  a  Labor  Union 
Law,  a  Labor  Standards  Law,  and 
other  associated  laws,  thereby  guaran¬ 
teeing  to  Japanese  workers  the  right 
to  organize  and  to  bargain  collectively. 

During  the  past  two  and  one  half 
years,  labor  unions  of  different  types 
have  been  organized  and  there  are  now 


almost  30,000  labor  unions  and  6,000,- 
000  union  members  affiliated  with 
them.  With  the  whirlwind  of  infla¬ 
tion  which  made  the  lives  of  the 
workers  hard,  labor  disputes  on  wage 
issues  have  become  common  and  a 
series  of  strikes  on  a  national  scale  has 
caused  social  unrest  throughout  the 
country.  Today  Japanese  labor  has 
become  a  political  force  which  can  not 
be  suppressed.  Despite  its  political 
immaturity  and  its  tendency  to  in¬ 
dulge  in  excesses,  labor  can  no  longer 
be  easily  controlled  without  its  con¬ 
sent.  In  short,  the  labor  problem  is 
becoming  one  of  the  most  perplexing 
social  problems  in  Japan. 

As  already  stated,  the  uncertainty  of 
the  reparation  problem  has  retarded 
Japan’s  economic  recovery.  This  state 
of  affairs  impelled  the  United  States 
to  re-examine  American  policy  toward 
Japan.  Early  in  the  spring  of  1946 
the  Army  Department  sent  a  special 
mission  to  Japan  to  consider  the  re¬ 
paration  problem.  This  mission,  in 
the  report  to  President  Truman  made 
by  Edwin  W.  Pauley,  recommended  a 
considerable  reduction  in  the  heavy 
reparation  bill. 

Two  other  important  missions  were 
sent  by  the  Army  Department  and 
very  accurate  reports  were  made  on 
the  reparation  problem.  The  first  of 
these,  officially  known  as  the  Indus¬ 
trial  Reparation  Survey  of  Japan,  was 
submitted  to  the  U.S.  Government  by 
Overseas  Consultants,  Inc.,  headed  by 
Clifford  S.  Strike,  President  of  F.  H. 
]\rcGraw  &  Co.  It  is  based  on  an  ex¬ 
tensive  survey  of  the  Japanese  in¬ 
dustrial  capacity  carried  out  by  the 
Strike  Mission  during  its  visit  to 
Japan  last  summer.  It  may  be  said 
that  this  225-page  report  charted 
Japan’s  industrial  potential,  present 
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and  future,  perhaps  more  carefully 
and  completely  than  has  ever  been  done 
for  any  other  nation. 

After  analyzing  the  economic  prob¬ 
lems  of  Japan,  the  report  summed  up 
most  precisely  the  postwar  condition  in 
this  country  as  follows: 

Japan  has  lost  her  colonies  and  con¬ 
quests  in  East  Asia  and  large  investments 
in  power  and  industrial  plants  in  Man¬ 
churia,  Formosa,  and  Korea.  Her  home 
islands  have  suffered  enormous  damage. 
A  substantial  number  of  her  industrial 
plants  have  been  damaged  or  destroyed, 
and  most  of  the  remaining  plants  have 
deteriorated  greatly  and  are  badly  in  need 
of  repair.  Industrial  production  is  far 
less  even  than  during  1930-1934.  The  ton¬ 
nage  of  her  merchant  fleet  has  been  re¬ 
duced  to  less  than  one-fourth  of  its  pre¬ 
war  size.  Many  industrial  communities 
have  been  devastated,  invaluable  Ashing 
grounds  and  rights  have  been  lost,  and 
food,  clothing,  and  shelter  are  in  short 
supply  .  ,  . 

Japan  is  faced  with  serious  internal 
problems  apart  from  those  inherent  in  the 
rehabilitation  of  her  plants  and  re-estab- 
lishment  of  her  trade.  Sweeping  changes 
have  been  made  in  her  financial,  indus¬ 
trial,  and  commercial  structures.  To  a 
degree  unequaled  elsewhere,  control  of 
commerce  and  industry  formerl5’  rested  in 
a  few  powerful  family  groups,  known  as 
Zaibatsu,  whose  interests  extended  into 
every  phase  of  .Japanese  business.  These 
groups  supplied  to  a  great  extent  the 
financial  management,  the  administra¬ 
tive  skill,  and  the  commercial  ability  which 
enabled  Japan  to  emerge  in  a  relatively 
few  j’ears  from  almost  medieval  back¬ 
wardness  to  a  position  as  one  of  the 
world’s  Great  Powers.  All  this  has  been 
changed.  Under  new  laws,  these  groups 
have  been  removed  from  ownership  and 
control  of  industries  and  the  large  con¬ 
centration  of  productive  capacity  are 
being  broken  down  into  smaller  units  .... 

In  this  report.  Overseas  Consultants 
recommended  that  “only  $79,000,000 
worth  of  reparations — mostly  ship¬ 
building — be  removed.  This  would  be 
in  addition  to  $679,000,000  of  pri¬ 
mary  war  facilities  which  is  already 
being  taken  out.”  The  report  further 
pointed  out  that  the  Japanese  could 
then  utilize  their  remaining  facilities 
“to  relieve  world  shortage,  particularly 


the  shortages  existing  in  the  claimant 
nations.” 

“We  realize  that  other  Eastern 
countries  are  in  desperate  need  of  in¬ 
dustrial  equipment,”  the  report  con¬ 
tinues,  “and  the  ultimate  decision  in 
respect  to  reparations  should  be  based 
on  a  balancing  of  needs  to  obtain  opti¬ 
mum  benefits  for  the  region  as  a  whole. 
It  is  our  opinion  that  this  can  most 
surely  be  achieved  by  leaving  Japan 
free  to  reconstruct  and  use  as  quickly 
as  possible  the  bulk  of  her  industrial 
capacity.” 

The  second  report  is  that  of  the  so- 
called  “Johnstone  ^lission.”  This 
mission,  sent  by  the  Army  Depart¬ 
ment,  was  headed  by  Army  Under 
Secretary  W,  II.  Draj)er,  Jr.,  Paul  G. 
Hoffman,  and  other  prominent  Ameri¬ 
can  businessmen,  who  came  to  Japan 
recently  to  survey  occupation  problems 
in  this  countrv  and  Korea.  On  their 
return  to  Washington,  they  pointed 
out  that  the  United  States  should 
speed  up  Japan’s  industrial  recovery 
and  recommended  spending  $220,000,- 
000  for  this  purpose.  This  report  hit 
a  vital  point  regarding  the  rehabilita¬ 
tion  problem  confronting  Japan. 

Our  group  believes  that  the  United 
States,  in  its  owm  interest,  should  now 
assist  in  the  industrial  recovery  of  Japan. 
.Japan’s  industrial  products  are  needed 
throughout  the  Far  East,  which  also  needs 
Japan  as  a  market  for  its  potential  sur¬ 
pluses — its  tin,  copra,  wool,  cotton,  iron 
ore,  bauxite,  and  rice.  We  found  that 
Japanese  industry  is  operating  at  a  very 
low  level — only  forty  percent  of  fifteen 
years  ago — because  it  is  unbelievably 
short  of  needed  raw  materials.  However, 
despite  the  upheaval  of  war  and  defeat, 
and  the  changing  social  outlook,  the  tradi¬ 
tional  wlll-to-work  of  the  Japanese  people 
themselves  is  still  in  evidence.  Food  pro¬ 
duction  and  coal  production  have  been 
steadily  rising,  although  both  are  still  far 
below  minimum  needs  .... 

TTie  reparation  issue  has  not  been 
settled.  The  Japanese  do  not  know  which 
plants  and  which  equipments  will  be  left 
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to  them,  so  there  is  little  incentive  to  re¬ 
store  and  to  reconstruct  them.  Plants 
which  are  needed  and  which  can  be  used 
in  bringing  about  the  economic  recovery 
of  Japan  should  be  retained  and  only  ex¬ 
cess  capacity  removed  ....  It  is  most  im¬ 
portant  that  the  present  uncertainty  be 
removed  and  the  reparation  issue  be  final¬ 
ly  settled  .... 

Drastic  and  continuing  efforts  by  the 
Japanese  themselves  are  necessary  to  bal¬ 
ance  the  national  bulget.  Self-help  and 
self-sacrifice  in  clarifying  and  controlling 
internal  price  and  wage  relationships,  in 
reducing  national  expenditures  and  in¬ 
creasing  tax  revenues,  in  constantly  ex¬ 
panding  the  indigenous  production  of  food, 
coal,  and  other  available  resources,  are 
essential  to  the  proper  use  of  possible 
American  assistance  and,  of  course,  to 
economic  recovery  itself  .... 

In  conclusion,  our  group  agrees  with 
General  Mac.\rthur  and  the  Department 
of  the  Army  that  the  industrial  recovery 
of  Japan  on  a  peaceful  basis  is  necessary 
to  establish  a  self-supporting  economj-; 
that  this  program  has  now  properly  be¬ 
come  a  primary  objective  of  the  occupa¬ 
tion  ;  and  that  the  American  Government, 
in  the  national  interest,  should  support  a 
reasonable  recovery  program. 

What  is  the  meaning  of  this  recent 
American  policy  toward  Japan?  Un¬ 
doubtedly,  it  indicates  the  sincere  de¬ 
sire  of  the  American  Government, 
first,  to  assist  our  peaceful  and  demo¬ 
cratic  nation ;  secondly,  to  decrease  the 
burden  on  American  taxpayers;  and, 
thirdly,  to  utilize  the  potential  Japan¬ 
ese  economic  effort  toward  rehabilita¬ 
tion,  so  as  to  bring  about  the  economic 
recovery  of  the  whole  Far  Eastern 
world.  In  other  words,  the  United 
States  program  for  the  reconstruction 
of  Japan  is  designed  not  only  to  give 
the  Japanese  people  a  reasonable 
standard  of  living  but  also  to  improve 
tbe  living  standards  of  all  Asiatic 
peoples. 


It  is  reported  that  strong  opposition 
is  being  voiced  by  China  and  the 
Philippines  to  the  American  plan  to 
assist  and  promote  Japan’s  economic 
recovery.  The  objection  is  based  on 
the  apprehension  that  an  economically 
strong  Japan  would  again  prove  to  be 
a  menace  to  the  Far  Eastern  nations. 
From  an  economic  viewpoint,  Japan  is 
in  no  position  to  attempt  unilateral 
economic  expansion.  Japan’s  economic 
development  is  possible  only  on  the 
basis  of  reciprocal  agreement.  More¬ 
over,  the  Japanese  people  are  now 
solidly  united  in  opposing  war.  Their 
determination  is  based  not  only  on  the 
formal  pledge  to  renounce  the  right  to 
belligerency  as  set  forth  in  the  new 
constitution  but  on  their  hatred  for  the 
past  militarism  and  hearty  attachment 
to  democracy.  Furthermore,  it  is  well 
known  that  General  MacArthur  never 
has  envisaged  any  plan  for  American 
assistance  to  Japan  at  the  expense  of 
China  or  other  Asiatic  countries.  It 
is  the  view  of  the  occupation  authori¬ 
ties,  as  well  as  other  makers  of  Ameri¬ 
can  policy,  that  the  economic  recon¬ 
struction  of  Japan  should  be  carried 
out  with  a  view  to  the  general  economic 
well-being  of  all  Asiatic  peoples. 

It  is  apparent  that  the  recent  change 
in  American  policy  toward  Japan  in 
assisting  her  economic  recovery  has 
given  new  hope  and  encouragement  to 
the  Japanese  people.  At  no  time  since 
the  surrender  has  the  economic  re¬ 
habilitation  outlook  been  brighter  for 
Japan. 


The  Postwar  Outlook 

in  New  Zealand 

’  By  VALERIE  O.  SEYMOUR 
University  of  Otago,  Dunedin,  New  Zealand 


New  ZEALAND  is  dependent  to 
a  very  great  degree  both  econom¬ 
ically  and  politically  upon  suc¬ 
cessful  international  co-operation.  Her 
people  look  to  the  great  'powers  fcr 
their  political  security,  and  to  expand¬ 
ing  external  trade  and  stable  world 
prices  for  their  economic  security. 
The  small  population  of  New  Zealand, 
one  and  three  quarter  millions,  has  a 
larger  volume  of  overseas  trade  per 
bead  than  any  other  country  in  the 
world.  This  fact  makes  the  economy 
particularly  sensitive  to  external  con¬ 
ditions  so  that  the  future  will  be  con¬ 
nected  inevitablv  with  developments 
overseas.  In  view  of  this  the  Govern¬ 
ment  has  been  strong  in  its  support  of 
international  organizations.  The  most 
recent  development  is  the  ratification 
of  the  Geneva  Trade  and  Tariffs 
Agreement. 

Outlook  in  Trade 

In  order  to  obtain  a  clear  picture  of 
the  trade  situation  as  far  as  it  affects 
New  Zealand,  it  is  necessary  to  dis¬ 
tinguish  two  aspects,  namely,  the  na¬ 
ture  of  trade  and  the  direction  of  trade. 

First,  I  shall  consider  the  nature  of 
imports  and  exports.  Up  to  the  pres¬ 
ent  the  exports  of  New  Zealand  have 
been  mainly  primary  products;  with 
the  j)astoral  industries  accounting  for 
some  90  percent  of  the  total  income 
from  exports.  It  is  natural  that  New 
Zealand  should  concentrate  on  pastoral 


production  for  which  the  resources  of 
climate  and  land  formation  are  par¬ 
ticularly  favorable.  There  is  danger 
in  this  specialization,  however,  as  an 
important  sec;tion  of  the  community  is 
entirely  dependent  on  external  condi¬ 
tions  for  its  income,  and  alterations  in 
total  farming  incomes  are  rapidly 
transmitted  through  the  economy. 
During  the  depression  of  the  early 
thirties,  for  example,  there  were  disas¬ 
trous  falls  in  the  prices  of  New  Zeal¬ 
and  exports.  Although  the  farmers 
endeavored  to  maintain  as  far  as  pos¬ 
sible  their  previous  incomes  by  expand¬ 
ing  production,  the  effect  was  to  drive 
prices  down  still  further.  As  a  result 
the  farmers  co-operated  with  the  Gov¬ 
ernment  in  establishing  a  scheme  of 
guaranteed  prices  for  butter  and 
cheese,  which,  it  was  ho|>ed,  would 
stabilize  income  over  the  period  of  the 
trade  cycle. 

The  principle  of  the  guaranteed 
price  scheme  is  very  simple — consist¬ 
ing  in  the  building  up  of  reserve  funds 
in  the  downward  phase  of  the  trade 
cycle.  L^p  to  the  present  the  scheme 
has  not  been  put  to  the  critical  test, 
for  prices  have  not  slumped  since  the 
early  thirties;  but  one  great  difficulty 
has  emerged — namely,  how  far  to  re¬ 
sist  the  farmers’  claims  for  a  higher 
guaranteed  price  in  the  face  of  greatly 
increased  overseas  prices  and  rising 
costs.  The  desire  for  stability  also  has 
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resulted  in  bulk  purchase  agreements 
with  Great  Britain  which  have  recent¬ 
ly  been  extended  until  1955. 

The  imports  of  New  Zealand  show 
a  greater  diversity,  hut  the  most  im¬ 
portant  groups  are  first,  metals,  ma¬ 
chinery,  and  vehicles;  and  secondly, 
foods,  drink  and  tobacco. 

The  second  aspect  of  New  Zealand’s 
trade,  namely  its  direction,  again  re¬ 
veals  a  greater  diversity  on  the  side 
of  imports.  At  present,  42  percent  of 
New  Zealand’s  imports  come  from 
Great  Britain,  while  70  percent  of  the 
exports  go  to  that  country.  (These 
figures  are  approximate  and  refer  to 
value.)  The  United  States  of  America 
is  the  second  most  important  country, 
supplying  18  percent  of  New  Zealand 
imports  in  1947,  and  taking  nearly  7 
percent  of  her  exports. 

The  situation  is  at  present  compli¬ 
cated  by  the  dollar  shortage,  which  has 
resulted  in  New  Zealand’s  restricting 
her  buying  as  far  as  possible  to  the 
sterling  area,  and  attempting  to  sell 
more  within  the  dollar  area.  Apart 
from  foodstuffs.  New-  Zealand  has  re¬ 
sources  of  nonmetallic  minerals  which, 
it  is  hoped,  will  prove  useful  as  dollar 
earners.  The  problem  of  widening  the 
market  is  not  likely  to  be  merely  a 
short  term  one,  for  the  populations  in 
Great  Britain  and  northern  Europe  are 
declining  and  the  demand  for  food¬ 
stuffs  is  not  elastic.  It  is  apparent, 
therefore,  that  the  trade  outlook  for  the 
future  will  largely  depend  upon  the  in¬ 
creasing  standards  of  living  throughout 
the  world,  and  reductions  in  tariffs  and 
ether  barriers,  which,  it  is  expected, 
will  result  from  agreements  such  as 
those  recently  made  at  Geneva.  In 
this  respect,  the  interests  of  New 
Zealand  coincide  with  the  interests  of 
the  world  as  a  whole. 


Industrial  Outlook 

In  the  Budget  statement  of  1936, 
the  Minister  of  Finance  stated  that 
“progress  towards  full  emplovment 
must  be  made  through  the  extension 
of  our  secondary  industries  and  devel¬ 
opment  of  new  industrial  services.” 
For  some  time  it  had  been  realized 
that  the  country  was  unlikely  to  be 
able  to  employ  increasing  numbers  of 
its  population  profitably  on  the  land. 
In  fact,  due  to  increasing  technical 
efficiency  and  productivity,  it  is  neces¬ 
sary  for  a  progressively  smaller  peiv 
centage  to  engage  in  primary  produc¬ 
tion.  This  trend  is  apparent  in  all 
developing  economies  and  there  is  a 
positive  correlation  between  the  real 
income  per  head  of  a  coxintry  and  the 
proportion  of  the  working  population 
that  it  can  release  for  tertiary  produc¬ 
tion.  In  New  Zealand  the  proportion 
of  workers  engaged  in  primary  produc¬ 
tion  is  25  percent  and  in  secondary 
production  28  percent,  leaving  47  per¬ 
cent  for  tertiary  industry.  The  situa¬ 
tion  in  Australia  is  very  similar. 

Over  the  last  twelve  years,  progress 
in  secondary  industry  has  been  accel¬ 
erated.  Partly  with  a  view  to  obtain¬ 
ing  over-all  industrial  development 
and  a  measure  of  self-sufficiency  in 
times  of  emergency,  and  partly  to  cre¬ 
ate  new  outlets  for  employment,  the 
Government  has  deliberately  fostered 
secondary  production. 

The  first  step  taken  in  this  direc¬ 
tion  was  the  passing  of  the  Industrial 
Efficiency  Act  in  1936.  This  Act  aims 
at  increasing  efficiency  by  facilitating 
rationalization  and  the  growth  of 
firms  to  optimum  size.  It  operates 
through  a  Bureau  of  Industry,  which 
allows  production  in  the  industries 
registered  under  the  Act  to  be  carried 
on  only  by  licemsed  firms.  In  all, 
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some  fifty  industries,  accounting,  how¬ 
ever,  for  only  a  relatively  small  per¬ 
centage  of  the  employed  population, 
have  taken  advantage  of  this  measure. 

Secondary  industry  has  also  been 
encouraged  to  some  extent  by  the 
operation  of  import  controls  which 
were  adopted  in  1938,  when  sterling 
funds  were  dangerously  low.  Since 
then,  it  has  been  found  necessary  to 
continue  the  controls,  and  as  import 
licenses  are  generally  not  granted  if  it 
IS  considered  that  a  commodity  can  be 
economically  produced  within  the 
Dominion,  a  measure  of  protection  is 
afforded  the  firms  concerned. 

Since  the  war  there  has  been  an  in¬ 
creased  spurt  of  activity.  Apart  from 
replacements  to  capital  equipment  de¬ 
layed  by  the  war,  many  firms  have 
taken  advantage  of  buoyant  market 
conditions  to  extend  their  plants,  and 
new  industries  are  also  entering  the 
field.  Despite  difficulties  in  getting 
raw  materials  and  labor,  conditions  at 
present  favor  this  development;  for 
overseas  competition  has  become 
weaker,  mainly  as  a  result  of  high 
w’orld  prices  and  the  dollar  shortage. 
The  higher  overseas  price  levels  enable 
some  New  Zealand  industries  which 
were  previously  on  the  margin  of 
profitability  to  compete  comparably. 
The  woolen  mills,  and  to  a  lesser  de¬ 
gree  the  footwear  industry,  afford  a 
striking  example  of  this.  It  is  diffi¬ 
cult  to  foretell  the  future  movements 
of  prices;  but  it  is  possible  that  with 
economic  recoverj'  in  Great  Britain 
and  an  increase  of  trade  with  America, 
some  recently-established  industries 
may  prove  uneconomic. 

Up  to  the  present.  New  Zealand  has 


not  developed  any  heavy  industry  other 
than  cement  and  fertilizer  production ; 
but  the  Government  is  shortly  to  con¬ 
duct  experiments  with  iron  sands 
which,  it  is  hoped,  will  lead  to  the 
establishment  of  an  iron  and  steel 
plant. 

Fundamental  to  the  future  of  in¬ 
dustry  in  New  Zealand  is  hydroelectric 
power.  This  has  possibilities  of  im¬ 
mense  expansion,  and  comprehensive 
plans  for  the  extension  of  power  plant, 
which  were  held  back  during  the  war, 
are  now  being  put  into  force  by  the 
Government.  For  the  first  time,  these 
plans  include  something  like  the  com¬ 
plete  development  of  river  valley  areas 
and  flood  control.  Work  has  actually 
begun  in  Otago  where  one  of  the  larg¬ 
est  rivers  of  the  country  is  being  har¬ 
nessed.  In  these  respects,  the  present 
schemes  are  ]>erhaps  comparable  in 
kind,  to  measures  undertaken  in  the 
United  States  under  the  T.V.A. 

The  Empl-oyment  Situation. — Due 
to  the  war  and  the  concomitant  ex¬ 
pansion  in  industry,  there  has  been 
in  New  Zealand  over  the  last  few  years 
an  unprecedented  demand  for  labor.* 
At  the  begining  of  this  year,  for  ex¬ 
ample,  there  were  thirty  thousand  no¬ 
tified  vacancies  and  twenty-five  people 
looking  for  employment.  (The  total 
labor  force  is  estimated  at  700,000.) 
The  excess  demand  has  diminished 
since,  partly  due  to  the  releasing  of 
seasonal  workers,  but  it  is  not  expected 
that  unemplovTiient  will  be  a  problem 
in  the  near  future,  although  as  soon 
as  it  does  occur,  the  Department  of 
Labor  is  organized  to  direct  people  to 
public  works. 


With  the  virtual  disappearance  of 

1  N.  Z.  lost  over  10,000  men  during  the  war,  a  number  which  is  a  greater  propor¬ 
tion  of  total  population  than  that  of  any  other  British  country.  Many  more  suffer 
permanent  disabilities. 
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the  fear  of  unemployment,  certain 
aspects  of  the  labor  situation  have  been 
brought  more  sharply  into  relief. 
First,  there  emerges  a  need  for  the 
introduction  of  new  incentives  in  in¬ 
dustry,  a  problem  by  no  means  con¬ 
fined  to  New  Zealand.  With  this  is 
associated  general  industrial  unrest 
and  a  higher  incidence  of  strikes  par¬ 
ticularly  in  those  occupations  such  as 
mining,  waterside  work,  and  transport, 
where  the  workers  are  strongly  organ¬ 
ized  and  strategically  placed. 

Secondly,  the  strength  of  the  sellers’ 
market  for  labor  results  in  a  strong 
upward  pressure  on  wages,  without  a 
corresponding  increase  in  the  volume 
of  production.  In  New  Zealand  the 
natural  tendency  towards  postwar  in¬ 
flation  has  been  held  in  check  by  a  sys¬ 
tem  of  price  controls  which  have,  in 
spite  of  inherent  difficulties,  worked 
fairly  well  up  to  the  present.  Prices 
have  not  risen  to  the  extent  that  they 
have  in  other  parts  of  the  world ;  and 
in  fact,  the  prices  of  some  basic  food¬ 
stuffs  have  not  been  allowed  to  in¬ 
crease  at  all  since  1939. 

Put  when  it  is  realized  that  the  vol¬ 
ume  of  goods  available  for  consump¬ 
tion  in  New  Zealand  has  declined  some 
15  percent  since  1939,  while  the  note 
issue  and  demand  deposits  of  banks 
have  more  than  trebled,  it  is  apparent 
that  controls  can  only  slow'  dowm  the 
upward  pressure  on  prices  without 
preventing  it.  The  Government,  in  an 
attempt  to  deal  more  radically  w'ith 
the  problem,  has  restricted  the  grant¬ 
ing  of  credit  by  the  trading  banks; 
but  more  drastic  steps  w’ill  need  to  be 
taken  if  the  lower  income  groups  and 
those  living  on  fixed  incomes  are  not 
to  suffer  considerably  from  increases 
in  the  cost  of  living. 

Population. — In  an  attempt  to  re¬ 


lieve  acute  shortages  of  labor  in  cer¬ 
tain  occupations,  (e.g.,  nursing  and 
building  trade)  the  Government  is 
assisting  immigrants,  who  undertake 
to  work  where  they  are  directed  and 
in  return  have  their  travelling  ex¬ 
penses  paid  and  accommodation 
arranged.  This  scheme  is  working 
reasonably  satisfactorily  and  is  ex¬ 
pected  to  continue  for  some  time. 

At  present,  net  immigration  aver¬ 
ages  approximately  2,000  per  annum. 
While  New  Zealand  could  not  absorb 
a  very  great  annual  increase  in  popu¬ 
lation  without  endangering  the  stand¬ 
ard  of  living,  it  is  probable  that  the 
present  rate  could  be  doubled  without 
adverse  effect,  provided  that  the  people 
entering  the  country  were  willing  and 
able  to  work  w'here  their  skills  were 
relatively  scarce.  At  present,  most  of 
the  immigrants  come  from  Great  Bri¬ 
tain,  a  country  which  is  reluctant  to 
lose  skilled  labor.  It  is  clear  that  in 
the  future  the  immigration  policy  of 
New  Zealand  will  need  some  reconsid¬ 
eration.  Australia  also  faces  this 
problem. 

The  natural  increase  of  the  popula¬ 
tion  is  not  very  great,  but  it  is  interest¬ 
ing  to  note  that  whereas  the  over-all 
net  reproduction  rate  is  just  over  one, 
the  3kIaori  population,  at  present  some 
100,000,  is  increasing  at  the  rate  of 
nearly  3  percent  per  annum. 

Political  Outlook 

The  Labor  Government  has  now  held 
office  for  thirteen  years  and  during 
that  time  the  activities  of  the  state  have 
been  considerably  increased. 

New  Zealanders  have  always  relied 
on  State  action  to  remedy  economic 
and  other  ills  to  a  far  greater  degree 
than  have  Americans,  for  example; 
and  they  have  looked  to  the  State  to 
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provide  roads,  railways,  and  other  pul>- 
lic  utilities.  Xow-,  as  a  result  of  leg¬ 
islation  passed  over  the  last  few  years, 
the  state  owns  and  controls  practically 
the  whole  of  road  and  air  transport, 
and  several  coal  mines.  It  acquired 
ownership  of  the  Bank  of  New  Zeal¬ 
and,  the  largest  Trading  Bank  in  the 
country,  two  years  ago;  but  the  effect 
of  this  on  banking  policy  has  as  yet 
not  been  noticeable.  Further,  a  State 
department  of  housing  accounted  last 
year  for  one-third  of  the  total  houses 
built.  There  is  a  considerable  demand 
for  State  houses,  for  the  rentals  are 
relatively  low,  despite  a  still  acute 
housing  shortage. 

The  system  of  Public  Finance  un¬ 
der  the  Labor  Government  has  aimed 
at  the  reduction  of  inequalities  of  in¬ 
come  by  progressive  taxation  and  so¬ 
cial  expenditure.  Although  taxation 
is  not  as  steeply  progressive  as  in 
England,  nevertheless,  the  total 
amounts  to  over  30  percent  of  aggre¬ 
gate  private  incomes.  On  the  expendi¬ 
ture  side,  the  Social  Security  scheme 
offers  the  greatest  scope  for  redistribu¬ 
tion  of  incomes.  This  scheme,  which 
is  one  of  the  most  comprehensive  in 
the  world,  has  recently  been  extended 
to  include  the  payment  of  family 
allowances — ten  shillings  per  week  for 
each  child.  'Although  there  are  con¬ 
siderable  difficulties  in  the  administra¬ 
tion  of  Social  Security  (e.g.,  how  to 
avoid  waste  in  the  disbursing  of  “free” 
medicines),  it  is  unlikely  that  its  scope 
would  be  narrowed  with  a  change  in 
Government. 

The  strength  of  the  Opposition  to 
the  Labor  Party  increased  in  the  last 
election,  giving  the  latter  a  very  small 
majority  in  the  House.  The  National 
Party,  which  constitutes  the  only  seri¬ 
ous  opposition  to  the  Labor  Party,  re¬ 


presents  mainly  the  interests  of  the 
employing  class  and  consequently 
stresses  the  advantage  of  a  freer  com¬ 
petitive  system  and  advocates  a  reduc¬ 
tion  in  State  controls  and  public  ex¬ 
penditure.  But  if  it  gained  power  in 
the  next  elections  which  are  to  be  held 
in  1949  it  would  probably  find  itself 
in  turn  faced  by  a  strong  opposition, 
for  the  people  of  Xew  Zealand  have 
shown  in  the  past  that  they  want  se¬ 
curity,  even,  if  necessary,  at  the  ex¬ 
pense  of  progress. 

The  only  other  poltical  party  of  any 
importance  in  Xew  Zealand  is  the 
Communist  Party  w’hich  is  small  and 
has  no  representation  in  Parliament. 

Outlook  in  Education 

Apart  from  the  raising  of  the  school¬ 
leaving  age  to  fifteen  years,  the  most 
important  recent  developments  have 
taken  place  in  the  sphere  of  higher 
education.  Since  the  war  there  has 
been  so  great  an  influx  of  students  in¬ 
to  the  universities  that  their  number 
has  practically  doubled  since  1939. 
This  influx  is  associated  with  assist¬ 
ance  given  to  returned  servicemen  and 
with  increased  incomes  throughout  the 
community. 

The  University  of  Xew  Zealand  is 
at  present  a  federal  body  linking  the 
four  University  Colleges  in  the  main 
centers  and  two  Agricultural  Colleges. 
Recent  developments,  however,  includ¬ 
ing  the  appointment  of  full-time 
academic  heads  in  each  of  the  Colleges 
and  the  extension  of  internal  examin¬ 
ing,  indicate  a  loosening  of  control 
and  a  movement  tow^ards  increased 
autonomy. 

In  Xew  Zealand  adult  education, 
apart  from  the  Universities,  has  in  the 
past  been  provided  almost  entirely  by 
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the  Workers’  Educational  Association. 
Last  year,  however,  an  act  of  Parlia¬ 
ment  constituted  a  National  Council 
for  Adult  Education  which  distributes 
the  funds  made  available  by  the  Gov¬ 
ernment  to  the  regional  units.  The 
latter  are  directly  responsible  to  the 
University.  Adult  Education  is  be¬ 
coming  of  increasing  importance  in 
the  life  of  the  community,  and  for 
some  years  past  its  activities  have  ex¬ 
tended  into  the  country  districts. 
These  activities  include  not  only  the 
usual  courses  of  lectures  but  a  grow¬ 
ing  number  of  classes  for  appreciation 


of  drama,  music,  films,  and  literature. 

New  Zealand  suffers  to  some  extent 
from  cultural,  as  well  as  political  and 
economic,  isolation.  Fortunately,  since 
the  end  of  the  war  there  has  been  a 
great  increase  in  the  number  of  visit¬ 
ing  artists  and  scholars.  Nor  is  the 
flow  by  any  means  a  one-sided  affair, 
as  many  young  New  Zealanders  have 
gone  abroad  for  further  study.  Here, 
too,  with  the  rest  of  the  world.  New 
Zealand  will  have  everything  to  gain 
by  assisting  international  co-operation 
and  maintaining  the  free  flow  of  ideas 
between  countries. 
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WHILE  a  world  community  was 
destroying  itself  with  war, 
resolute  groups  of  men  and 
women  with  vision,  in  several  coun¬ 
tries,  became  convinced  that  the  fu¬ 
ture  of  the  world  depended  upon  the 
establishment  of  a  world  federal  gov¬ 
ernment.  It  is  remarkable,  and  per¬ 
haps  an  auspicious  omen  for  the  fu¬ 
ture,  that  these  groups,  notably  in  the 
United  States,  Great  Britain,  France, 
Holland,  Belgium,  and  Italy,  reached 
the  same  conclusions  independently 
and  without  an  interchange  of  ideas. 
This  united  conviction  in  dispersion 
revealed  a  oneness  in  the  world  of  ideas 
that  was  in  singular  contrast  to  the 
divisions  in  the  world  of  fact. 

The  federal  principle  unites  politi¬ 
cal  groups  into  a  larger  union  in 
which  the  constituent  members  enjoy 
a  limited  independence  while  the  cen¬ 
tral  authority  exerts  only  limited 
powers.  In  a  federation  the  central 
government  and  the  member  states  are 
co-ordinate.  Neither  is  superior  nor 
inferior  to  the  other,  but  each,  within 
the  scope  of  its  authority,  is  supreme. 
This  co-ordination  is  fixed  in  the  fun¬ 
damental  law  or  constitution. 

It  is  obvious  that  the  federal  prin¬ 
ciple  is  singularly  appropriate  for  the 
organization  of  a  world  government, 
because  it  guarantees  the  diversity  of 
the  parts  while,  at  the  same  time,  it 


accomplishes  their  union.  The  diver¬ 
sities  of  cultures  in  the  world  today 
are  more  striking  than  the  evidences 
of  union,  but  those  diversities  can 
only  be  preserved  in  an  organized  sys¬ 
tem  of  union. 

When  the  nation-states  are  power 
units,  war,  potential  and  actual,  be¬ 
tween  them  is  inevitable.  The  assump¬ 
tion  of  power  politics  is  the  use  of 
war  as  an  instrument  of  national  poli¬ 
cy.  And  in  a  power  world  there  is 
no  place  for  small  and  weak  nations. 
Only  Great  Powers  can  compete  in 
the  struggle  for  suicide.  Hence  the 
alternatives  are  between  a  world  of 
power,  dominated  by  two  or  three 
titans  sweeping  the  other  nations  into 
their  war  preparations  and  conflict,  or 
a  world  federal  government  which  can 
secure  the  small  states  as  well  as  the 
large,  and  preserve  all  cultures  by 
organizing  peace.  The  choice  before 
us  is  between  world  government  and 
world  tyrrany ;  between  peace  and 
chaos,  freedom  and  servitude. 

Following  the  close  of  World  War 
II  federalist  groups,  even  while  inten¬ 
sifying  activities  within  their  respec¬ 
tive  nations,  also  began  to  communi¬ 
cate  with  one  another  across  the  fron¬ 
tiers  that  were  open.  The  necessity 
for  a  world  organization  of  federalists 
was  immediately  recognized.  Such  a 
world  organization^  would  serve  not 
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only  to  unite  the  national  federalist 
groups  into  a  larger  union,  but  it  also 
would  symbolize  the  idea  of  a  world 
federal  government.  From  such  a  veri¬ 
fication  in  fact,  the  minds  of  people 
would  be  awakened  to  the  reality  of 
8  world  community,  and  the  govern¬ 
ments  of  the  world  could  not  ignore  a 
world  organization  of  peoples. 

The  first  international  federalist 
meeting  was  held  in  Luxembourg  in 
October,  1946,  on  the  initiative  of  the 
Federal  Union  society  of  Great  Bri¬ 
tain.  Nearly  one  hundred  delegates 
and  observers  representing  thirty-seven 
organizations  in  foiirteen  countries  de¬ 
cided  to  set  up  a  World  Movement  for 
World  Federal  Government.  For  this 
purpose  they  called  a  convention  to 
meet  at  Montreux,  Switzerland,  in 
August,  1947.  At  the  Montreux 
meeting,  August  17—24,  400  delegates 
and  observers  from  twenty-three  coun¬ 
tries  representing  fifty-two  organiza¬ 
tions  met  to  organize  and  inaugurate 
the  World  Movement. 

Through  an  epic  week  the  delegates, 
with  the  assistance  of  observers,  toiled 
to  create  a  world  organization.  They 
met  as  strangers,  with  few  exceptions; 
they  conducted  their  proceedings  in 
two  languages,  English  and  French; 
they  pioneered  where  no  precedents 
could  counsel,  nor  experience  guide; 
and  when  they  adjourned  they  left  a 
world  federalist  body  in  operation. 
At  the  Montreaux  Conference  statutes 
forming  the  organic  law  of  the  organ¬ 
ization  were  adopted;  a  Declaration 
of  principles  to  give  it  life,  the  cele¬ 
brated  Montreux  Declaration,  was 
accepted  by  acclamation;  and  officers 
were  elected  so  that  the  organization 
could  act.  All  those  present  at  the 
Montreux  Conference  were  deeply  im¬ 
pressed  with  the  possibilities  for  in- 
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temational  government  when  princi¬ 
ples  are  defined  and  when  men  and 
women  are  determined  to  make  them 
real. 

The  source  of  all  authority  in  the 
World  Movement  is  lodged  in  the 
Assembly  of  Delegates  which  meets 
annually.  The  1948  meeting  will  be 
held  in  Luxembourg,  September  5-11. 
The  Assembly  elects  a  Council  of 
thirty  to  hold  its  authority  in  the  in¬ 
tervals  between  meetings,  and  also  to 
supervise  the  work  of  the  Executive 
Committee  in  executing  policies  de¬ 
clared  by  the  Assembly.  The  Execu¬ 
tive  Committee  of  seven  is  elected  by 
the  Council.  The  delegates  in  the 
Assembly  elect  the  president  of  the 
Council,  (at  present  Jean  Larmeroux, 
France),  and  the  Council  elects  the 
chairman  of  the  Executive  Committee, 
(at  present  the  Reverend  Mr.  Gordon 
Lang,  M.  P.,  Great  Britain),  and  five 
vice-presidents.  The  council  appoints 
a  full-time  secretary-general  with 
offices  at  Geneva,  (at  present  Tom  O. 
Griessemer,  10  Rue  Diday,  Geneva, 
Switzerland). 

The  Montreux  Declaration  pro¬ 
claimed  that  a  world  federal  govern¬ 
ment  must  be  based  upon  six  princi¬ 
ples:  (1)  universal  membership,  (2) 
limitation  of  national  sovereignty  in 
relation  to  world  affairs,  (3)  enforce¬ 
ment  of  world  law  directly  upon  the 
individual  within  the  jurisdiction  of 
the  world  federal  government  t<^ther 
with  a  guarantee  of  the  rights  of  man, 
(4)  supranational  armed  forces  suffi¬ 
cient  to  guarantee  the  security  of  the 
world  federal  government  with  the 
consequent  disarmament  of  member 
states  to  the  level  of  police  require¬ 
ments,  (5)  ownership  and  control  by 
the  world  federal  government  of  atomic 
development  and  all  other  methods  of 
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mass  destruction,  (6)  power  to  raise 
adequate  revenues  directly  and  inde¬ 
pendently  of  taxes  levied  by  the  mem¬ 
ber  state. 

The  World  Movement  for  World 
Federal  Government  intends  to  ad¬ 
vance  its  program  upon  two  levels ; 
official  and  unofficial.  On  the  former 
it  seeks  to  stir  the  peoples  of  the  world 
to  exert  an  influence  upon  their  gov¬ 
ernments  to  transform  the  United  Na¬ 
tions  into  a  world  federal  government 
by  increasing  its  authority  and  re¬ 
sources  through  amendment  of  the 
Charter. 

The  unofficial  and  popular  efforts 
divide  themselves,  in  general,  into  two 
projects:  plans  for  a  People’s  World 
Constituemt  Assembly  in  1950,  and 
the  formation  of  parliamentary  groups 
pledged  to  support  federalist  princi¬ 
ple  in  their  respective  parliaments, 
and  to  cooperate  in  the  plans  for  the 
People’s  Constituent  Assembly.  These 
activities  are  not  mutually  exclusive, 
but  are  intersecting  and  reciprocal. 
The  fulfillment  of  representative  gov¬ 
ernment  is  the  merging  of  popular 
wishes  with  official  policy.  And,  there¬ 
fore,  this  interaction  between  popular 
petition  and  official  action  for  a  world 
federal  government  fixes  its  founda¬ 
tions  in  the  democratic  consent  of 
people  from  which  alone  democratic 
governments  derive  their  legitimate 
authority. 

The  Plan  for  a  People’s  Conven¬ 
tion  was  launched  by  a  committee  of 
members  of  the  British  House  of  Com¬ 
mons  representing  all  parties,  who  had 
been  elected  in  1945  on  platforms 
pledging  them  to  work  for  the  creation 
of  a  world  federal  government.  The 
swift  deterioration  of  relations  be¬ 
tween  the  Great  Powers  after  1945 
convinced  the  Parliamentary  Federal¬ 


ists  that  the  initiative  for  world  gov¬ 
ernment,  even  if  it  should  proceed 
from  a  Great  Power,  would  likely  be 
regarded  as  a  tactical  maneuver  in  a 
power  struggle  and  not  as  a  genuine 
and  authentic  effort  toward  securing 
peace.  For  six  months  fifteen  members 
of  the  House  of  Commons  met  once  a 
week  under  the  leadership  of  Henry 
Usborne  to  study  methods  for  overcom¬ 
ing  the  impasse  in  world  affairs.  At 
length  in  July,  1947,  they  circulated 
to  the  House  of  Commons,  and  to 
world  government  advocates  in  other 
countries,  a  project  called  “Plan  in 
Outline  for  World  Government  by 
1955.” 

The  Plan  stated  its  central  purpose 
to  be  the  convening  of  a  People’s 
World  Constituent  Assembly  in  the 
autumn  of  1950.  It  declared: 

Our  proposal  is  that  representatives  of 
the  peoples  of  all  countries,  one  for  every 
million  of  inhabitants,  should  be  elected 
by  the  peoples  to  represent  them  at  this 
Assembly  and  that  these  representatives 
should,  in  conference,  draw  up  a  Charter 
of  World  Government.  In  order  to  elect 
representatives  to  attend  the  Conference, 
we  propose  that  a  nation-wide  ballot 
should  be  held  in  every  country  where 
this  can  be  done.  These  national  ballots 
will  take  place  in  all  countries  simultane¬ 
ously  during  the  summer  of  1950. 

The  Assembly,  it  is  proposed,  will 
adopt  a  specific  document  containing 
the  structure  of  a  world  federal  gov¬ 
ernment.  And  thereby,  to  use  a  phrase 
of  George  Washington’s  in  reference 
to  the  United  States  Constitution  when 
it  was  completed  at  Philadelphia,  this 
Assembly  will  raise  “a  standard  to 
which  the  wise  and  honest  can  repair.” 
Then  the  document  will  be  submitted 
to  the  several  governments  for  ratifica¬ 
tion. 

Seventy  members  of  the  House  of 
Commons  signed  the  Plan  immediate¬ 
ly  as  supporters,  and  by  April,  1948, 


MOVEMENT  FOB  WOBIJ)  FEDEBAL  OOVEBNMENT 


185 


over  one  hundred  members  from  all 
parties  had  joined  the  “Crusade  for 
World  Government”  as  it  is  now 
called.  The  participation  of  other 
countries  in  the  Plan  is  being  pro¬ 
moted,  and  at  this  writing  (June, 
1948)  ten  have  begun  making  prepara¬ 
tions  for  the  1950  Assembly.  From 
June  25-27  a  group  of  leaders  repre¬ 
senting  a  cross  section  of  American 
society  together  with  prominent  fed¬ 
eralists  met  at  Pocono  Pines,  Penn¬ 
sylvania,  with  Henry  TJsborne  to  set 
up  an  organization  in  the  United 
States  to  conduct  the  elections  of  dele¬ 
gates  to  the  1950  Assembly. 

The  huge  task  of  mass-education  in¬ 
volved  by  the  elections  will  afford  to 
thousands  of  men  and  women  the 
privilege  of  acting  in  a  great  move¬ 
ment  of  the  peoples  of  the  world. 
This  Crusade  is  a  magnificent  chal¬ 
lenge  to  the  peoples  of  the  world.  It 
is  to  be  hoped  that  they  possess  the 
heroic  stature  to  respond. 

The  Executive  Council  of  the 
World  Movement  at  its  meeting  in 
Paris  in  January,  1948,  decided  to 
accelerate  the  formation  of  parliamen¬ 
tary  groups  convenanted  to  support 
world  government.  By  June,  1948, 
twenty  had  been  formed.  In  Italy 
210  parliamentarians  have  agreed  to 
form  a  federalist  group,  and  in  France 
and  Great  Britain  the  federalist  par¬ 
liamentarians  number  nearly  200.  A 
similar  group  has  not  yet  been  set  up 
in  the  American  Congress.  The  par¬ 
liamentary  federalists  will  support 
policies  and  legislation  pointed  to 
world  government,  and,  by  inserting 
the  program  for  world  government  in¬ 
to  debates  where  it  is  pertinent,  they 
relate  what  may  appear  to  be  a  re¬ 
mote  and  impractical  project  to  the 
grinding  necessities  of  the  hour  to  the 


end  that  world  federalism  will  become 
a  policy  as  well  as  a  principle. 

During  the  war  years  several  fed¬ 
eralist  groups  developed  in  the  United 
States.  At  Asheville,  North  Carolina, 
in  February,  1947,  several  of  them 
merged  to  form  the  United  World  Fed¬ 
eralists.  The  first  United  World  Fed¬ 
eralist  Conference  held  at  St.  Louis 
November  1-2,  1947,  adopted  the  fol¬ 
lowing  statements  of  Beliefs  and  Pui> 
poses. 

Statement  of  Beliefs 

We  believe  that  peace  is  not  merely  the 
absence  of  w^r,  but  the  presence  of  jus¬ 
tice,  of  law,  of  order — in  short,  of  govern¬ 
ment  and  the  institutions  of  government; 
that  world  peace  can  be  created  and  main¬ 
tained  only  under  a  world  federal  govern¬ 
ment,  universal  and  strong  enough  to  pre¬ 
vent  armed  conflict  between  nations,  and 
having  direct  jurisdiction  over  the  indi¬ 
vidual  in  those  matters  within  its  author¬ 
ity. 

Statement  of  Purposes 

Therefore,  while  endorsing  the  efforts 
of  the  United  Nations  to  bring  about  a 
world  community  favorable  to  peace,  we 
will  work  to  create  a  world  federal  gov¬ 
ernment  with  authority  to  enact,  inter¬ 
pret  and  enforce  world  law  adequate  to 
maintain  peace ; 

(1)  by  making  use  of  the  amendment 
processes  of  the  United  Nations  to  trans¬ 
form  it  into  such  a  world  federal  govern¬ 
ment  ; 

(2)  by  participating  in  world  constituent 
assemblies,  whether  of  private  individuals, 
parliamentary  or  other  groups  seeking  to 
produce  draft  constitutions  for  considera¬ 
tion  and  possible  adoption  by  the  United 
Nations  or  by  national  governments  in 
accordance  with  their  respective  constitu¬ 
tional  processes; 

(3)  by  pursuing  any  other  reasonable  and 
lawful  means  to  achieve  world  federation. 

The  United  World  Federalists 
joined  the  World  Movement  for 
World  Federal  Government,  and 
adopted  the  Principles  and  Powers 
which  they  considered  essential  for  a 
world  government.  They  were  identi¬ 
cal  with  those  announced  in  the  Mon- 
treux  Declaration,  except  for  the  addi¬ 
tion  of  the  requirement  for  weighted 
representation  in  the  world  legislative 
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body  to  be  determined  by  a  formula 
recognizing  population,  economic  de¬ 
velopment,  educational  level,  and 
other  relevant  factors. 

The  federalist  movement  is  mount¬ 
ing  in  intensity  and  scope.  It  offers 
a  means  for  removing  the  disquietude 
that  weighs  upon  the  peoples  of  the 
earth.  Moreover,  it  reawakens  the 
noblest  and  most  hopeful  aspirations 
that  have  been  proclaimed  again  and 


again  in  an  impressive  and  unbroken 
tradition  from  the  earliest  records  of 
civilization.  The  ideal  of  a  world  fed¬ 
eral  government  appeals  to  the  hearts 
of  all  peoples,  and  so  can  be  under¬ 
stood  in  all  tongues.  It  represents  the 
last  triumph  of  law  over  force  in  a 
long  and  arduous  social  evolution.  It 
crowns  the  world  with  man’s  ’highest 
social  work  done  well — the  art  and  sci¬ 
ence  of  free  government. 
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British  Education  Since  the  War 


By  THOMAS  L.  HUGHES 
Rhodes  Scholar,  Oxford  University, 
Oxford,  England 


IF,  as  Churchill  once  said,  the  true 
measure  of  nations  is  what  they  can 
do  when  they  are  tired,  England  is 
being  measured  now  more  than  at  any 
other  time  in  her  history.  Her  wear¬ 
iness  now  is  of  another  kind  than  that 
which  she  overcame  to  win  the  Battle 
of  Britain.  The  strain  of  the  war 
years  and  the  disillusionment  of  hopes 
for  peace  are  showing  their  effects  in 
many  aspects  of  British  life. 

The  story  of  postwar  education  here, 
however,  would  seem  to  be  an  import¬ 
ant  exception.  The  year  1945  found 
Britain  with  a  great  debt,  with  many 
schools  ruined  by  bombing,  and  with 
many  others  condemned  years  before 
the  war  or  dilapidated  by  war  usage 
and  lack  of  repair.  But  the  end  of 
the  war  also  found  Britain  with  a  new 
Education  Act  passed  with  the  blessing 
of  all  the  great  political  parties.  So 
significant  is  the  Act  of  1944  likely 
to  be  for  the  future  of  British  educa¬ 
tion  in  general,  that  most  of  this 
account  must  be  concerned  with  its  im¬ 
portant  features.  Some  brief  and 
more  personal  comments  on  contempor¬ 
ary  university  life  follow  at  the  end, 

1 

Certain  characteristics  of  British 
education  have  always  been  recognized 
— the  decentralization  of  educational 
administration,  the  prominent  part 
played  by  voluntary  agencies  (often  of 
a  private  or  religious  nature),  and  a 
traditional  freedom  of  teachers  from 


official  direction  on  curricula.  We  are 
now  in  a  transitional  period  between 
the  old  system  and  the  new  one  spon¬ 
sored  by  the  1944  Education  Act, 
which  ostensibly,  at  least,  is  trying  to 
simplify  the  general  structure  and  pro¬ 
vide  for  a  general  levelling  up  of 
standards  without  sacrificing  the 
variety  always  associated  with  Eng¬ 
lish  education. 

Formerly  relations  between  the  cen¬ 
tral  Board  of  Education  and  the  local 
authorities  were  conducted  either  di¬ 
rectly  between  London  and  tbe  locality 
or  via  “H.M.’s  Inspector.”  In  1944, 
however,  the  Board  of  Education  be¬ 
came  the  Ministry  of  Education.  The 
Minister  has  been  given  a  more  effec¬ 
tive  power  of  direction  and  control 
over  the  whole  field  of  publicly 'aided 
education — except  for  the  universities, 
which  remain  indep)endent  and  receive 
direct  grants  from  the  Treasury, 

The  prominence  of  voluntary  agen¬ 
cies  in  the  sphere  of  education  in  Eng¬ 
land  is  partly  due  to  the  fact  that  in 
the  past,  when  the  State  was  slow  to 
play  its  part,  the  burden  of  providing 
educational  facilities  was  shouldered 
by  religious  bodies,  voluntary  societies, 
and  generous  patrons.  That  even  the 
Labor  Government  appreciates  the 
constructive  element  of  these  groups  is 
obvious  from  a  recent  Ministry  of 
Labor  pamphlet :  “The  educational 
work  of  these  early  pioneers  has  cre¬ 
ated  not  only  vested  interests  but  also 
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a  tradition  of  voluntary  effort  which 
unfortunately  persists  to  the  present 
day.” 

Even  under  the  new  regime,  teach¬ 
ers  can  hardly  be  considered  as  civil 
servants.  They  are  not  employed  or 
])aid  by  the  State.  They  are  the  serv¬ 
ants  of  the  local  authorities  or  of  the 
governing  or  managing  bodies  of  the 
schools  in  which  they  work,  as  in 
America.  Head  teachers  are  free, 
within  wide  limits,  to  organize  their 
schools  according  to  their  own  ideas, 
and  teachers  generally  are  not  bound 
by  any  official  instructions  relating  to 
syllabuses  or  textbooks  or  teaching 
method.  It  is  typical  that  in  a  small 
village  in  Surrey  the  local  headmaster 
is  able  to  turn  his  artistic  talents  to 
good  use  in  the  classroom  and  inspire 
several  really  exceptional  historical 
etchings  from  his  small  class  of  local 
children,  all  under  eleven  years. 

The  Minister  of  Education  is 
normally  a  member  of  the  Cabinet. 
He  is  assisted  by  two  permanent  secre¬ 
taries,  one  for  England,  one  for  Wales. 
(Scottish  education  is  entirely  inde¬ 
pendent.)  There  is  a  separate  Welsh 
“inspectorate”  under  its  own  chief  in¬ 
spector.  The  inspectors  assess  and  re¬ 
port  on  efficiency  of  schools,  offer  guid¬ 
ance  to  teachers,  occasionally  organize 
short  courses  for  them,  and  generally 
act  as  liaison  officers  between  the  de¬ 
partmental,  local,  and  regional  offi¬ 
cers.  The  Ministry  of  Education  has 
no  jurisdiction  over  the  universities, 
and  its  relations  with  them  are  con¬ 
cerned  mainly  with  the  training  of 
teachers. 

The  145  local  education  authorities 
in  England  and  Wales  consist  of  62 
counties  and  83  county  boroughs 
which  are  locally  elected.  They  estab¬ 
lish  educational  committees  to  work 


under  them,  and  may  delegate  certain 
functions  of  county  councils  to  special¬ 
ly  constituted  “divisional  executives.” 

Primary  and  secondary  education  in 
England  is  financed  almost  wholly  out 
of  public  funds,  provided  by  Parlia¬ 
ment  from  taxes  and  by  local  educa¬ 
tional  authorities  out  of  local  rates. 
Conditions  under  which  government 
grants  are  paid  are  laid  down  by  min¬ 
isterial  regulation,  but  the  regulations 
are  of  a  general  character  to  conform 
to  the  Minister’s  policy  to  give  local 
authoriti(?s  and  teachers  a  large  mea¬ 
sure  of  freedom  in  the  actual  conduct 
of  the  schools. 

The  1944  Act  intended  that  free 
primary  education  (including  nursery 
provision  for  children  under  five),  and 
free  secondary  education  of  various 
types  should  be  available  for  all  chil¬ 
dren.  The  process  through  the  three 
stages — primary,  secondary,  and  “fur¬ 
ther”  education — is  now  regarded  as  a 
continous  one.  In  particular  all  chil¬ 
dren  will  be  given  a  full-time  secon¬ 
dary  education. 

Compulsory  school  attendance  was 
formerly  from  five  to  fourteen  years. 
The  school-leaving  age  has  now  been 
raised  to  fifteen,  and  will  be  sixteen  as 
soon  as  the  Minister  is  satisfied  that 
sufficient  buildings  and  teachers  are 
available. 

Each  local  authority  has  had  to 
make  a  comprehensive  survey  of  needs, 
called  a  “development  plan,”  which 
proposed  to  the  Minister  an  outline  of 
future  community  demands.  When 
the  Minister  approves  the  plan,  he 
makes  an  “education  order”  for  the 
area,  which  specifies  in  detail  the  vari¬ 
ous  steps  the  authority  will  be  required 
to  take  by  way  of  maintaining  existing 
schools,  providing  new  ones,  etc. 
Shortages  of  labor  and  materials  are 
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hampering  this  entire  program  for  the 
present.  In  fact  the  depressing  eco¬ 
nomic  situation  in  England  has  meant 
that  children  must  often  be  delayed  a 
year  in  entering  school  now,  so  that 
older  ones  may  stay  to  complete  the 
new  16-year  requirement. 

Schools  not  receiving  grants  from 
public  funds  have  not  hitherto  been 
subject  to  compulsory  inspection  and 
supervision.  Under  the  new  act  all 
such  schools  will  eventually  have  to  be 
registered  by  the  Ministry  of  Educa¬ 
tion  and  be  inspected,  ^fore  than 
5,000,000  children,  equally  divided  be¬ 
tween  girls  and  boys,  attend  publicly 
maintained  primary  and  secondary 
schools.  About  1,500,000  attend  “vol¬ 
untary  schools,”  for  the  most  part  pro¬ 
vided  by  the  Church  of  England  and 
the  Roman  Catholic  Church. 

2 

Primary  schools  since  1944  include 
all  educational  provision  for  children 
eleven  and  younger,  including  those 
below  the  compulsory  school  age.  No 
fees  may  now  be  charged  for  tuition 
in  any  type  of  primary  or  secondary 
school  maintained  by  a  local  education 
authority,  although  boarding  fees  may 
be  charged  in  accordance  with  the 
means  of  the  parent.  Free  tuition  in¬ 
cludes  the  free  provision  of  books  and 
any  necessary  equipment  and  appara¬ 
tus. 

“Secondary  schools”  is  the  term 
now  used  to  include  the  three  main 
types  of  alternative  education  open  to 
children  of  eleven  and  over — that 
given  by  grammar  school,  by  modem 
school,  or  by  technical  school.  Gram¬ 
mar  schools  include  the  “Public 
Schools”  (Eton,  Winchester,  Harrow, 
and  Rugby)  as  well  as  the  more  num¬ 
erous  “day  schools.”  Normally  the 


grammar  schools  provide,  besides  reli¬ 
gious  instruction,  at  least  one  foreign 
language,  English  literature,  geogra¬ 
phy,  history,  mathematics,  and  science. 
The  new  division  of  “modem  schools” 
will  try  to  offer  a  general  education 
closely  related  to  the  environment  of 
the  pupils,  and  hopes  to  be  both  “liter¬ 
ary”  and  “practical.”  The  Welsh  lan¬ 
guage  will  be  taught  in  Wales,  for  in¬ 
stance,  and  gardening  will  be  increas¬ 
ingly  included  in  the  curriculum,  par¬ 
ticularly  in  mral  areas.  The  final 
branch,  “technical  schools,”  will  be  di¬ 
rectly  related  to  training  for  agricul¬ 
ture,  or  industry  or  commerce. 

The  three  tyes  of  secondary  schools 
may  not  necessarily  be  provided  with 
separate  buildings  in  a  given  locality. 
They  may  in  some  cases  be  provided 
in  a  single  “multilateral”  school.  In 
any  case  free  interchange  of  pupils 
from  one  type  to  another  will  be  made 
as  easy  as  possible,  and  the  decision 
as  to  the  type  of  education  which  was 
made  at  the  age  of  about  eleven  will 
be  reviewed  at  thirteen  and  even  later. 

For  nearly  forty  years  the  principle 
has  been  unalterably  accepted  in  Eng¬ 
land  that  the  State  has  a  special  re¬ 
sponsibility  for  the  health  of  school 
children.  The  new  National  Health 
Service  Act  will  absorb  some  of  the  old 
school  medical  inspections  and  similar 
functions  in  the  all-embracing  “womb 
to  tomb”  security  program.  Other 
well-established  features  of  school 
health  program  remain,  however. 
Since  1906  local  educational  authori¬ 
ties  have  been  able  to  provide  meals 
and  milk  for  children  attending  ele¬ 
mentary  schools.  It  is  now  Govern¬ 
ment  policy  as  part  of  the  plan  for 
family  allowances  that  school  dinners 
and  milk  should  be  provided  free  of 
charge  at  all  schools  maintained  by  the 
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local  education  authorities.  Further 
more,  the  Ministry  since  1944  has 
been  able  to  make  requirements  for 
consistent  standards  of  accommodation 
for  various  types  of  schools.  All  new 
plans  will  have  to  conform  to  certain 
basic  minimums  for  sizes  of  sites  and 
playing  fields,  numbers  of  classrooms 
and  school  halls,  amount  of  laboratory 
equipment,  etc;  choice  of  layout  and 
design  will  be  left  to  those  responsible 
locally. 

Vocational  education  is  still  on  a 
part-time  and  usually  evening  basis, 
but  there  has  been  a  steady  expansion 
in  the  release  of  young  employees  for 
part-time  attendance  at  technical  col¬ 
leges  during  working  hours.  Wages 
are  paid  for  the  period  of  attendance. 
Adult  education  is  furthered  by  many 
facilities  offered  by  local  authorities, 
universities,  and  voluntary  bodies,  the 
most  important  of  the  latter  being  the 
Workers’  Educational  Association 
(W.E.A.).  Universities  often  provide 
adult  education  tutorial  classes  of 
three  years’  duration,  from  which  a 
high  standard  of  scholarship  is  often 
secured.  In  addition  there  are  several 
residential  colleges  providing  for  full¬ 
time  instniction  of  students  from  the 
wage-earning  population  in  courses  of 
one  year  or  more,  such  as  Fircroft 
College,  Birmingham,  and  Ruskin  Col¬ 
lege,  Oxford.  For  all  these  activities 
provision  is  made  in  the  1944  Act  for 
direct  grant  from  the  Ministry  of  Edu¬ 
cation  to  the  appropriate  responsible 
body. 

“County  colleges”  will  be  establish¬ 
ed  for  young  people  who  have  left 
school  before  reaching  eighteen.  These 
young  students  will  now  be  required 
to  attend  one  whole  day  a  week  for 
forty-four  weeks  in  the  year,  or  its 
equivalent.  Continuity  of  educational 


supervision  will  thus  be  ensured  for  all 
young  people  up  to  the  age  of  eighteen. 
These  county  colleges  are  only  begin¬ 
ning  to  exist,  however,  and  it  will  be 
several  years  before  they  come  into  full 
operation. 

Built  on  the  national  voluntary 
organizations — the  Brigades,  Scouts, 
Guides,  Clubs,  and  kindred  Church- 
sponsored  bodies — the  “Youth  Serv¬ 
ice”  is,  in  peacetime,  supposed  to  be  a 
normal  educational  service  concerned 
with  the  leisure  activities  of  young 
people  between  fourteen  and  twenty 
who  are  no  longer  in  full-time  attend¬ 
ance  at  school.  The  local  education 
authorities  establish  special  youth 
committees  to  help  with  this  work. 
The  Minister  makes  grants  either  to 
the  local  authority  or  to  national  youth 
organizations,  helping  to  train  leaders 
and  instructors,  and  defraying  inci¬ 
dental  expenses.  Wartime  brought  the 
boys’  preservice  organizations  (Sea 
Cadets,  Army  Cadet  Force,  and  Air 
Training  Corps)  into  closer  contact 
with  the  Youth  Service,  of  which  they 
form  an  integral  part.  In  the  present 
semipeacetime  the  Youth  Service  con¬ 
tinues  to  complement  the  military 
service  programs. 

The  first  annual  grant  from  Parlia¬ 
ment  for  education  in  1833  was 
£20,000.  The  total  annual  expendi¬ 
ture  of  public  money  on  education  in 
England  and  Wales,  excluding  Uni¬ 
versity  education,  is  expected  to  rise 
to  over  £200,000,000  when  the  reforms 
under  the  1944  Act  are  completed. 
The  changes  envisaged  will  amount  to 
the  creation,  for  the  majority  of  chil¬ 
dren,  of  a  completely  new  educational 
service.  Despite  “emergency  colleges” 
set  up  immediately  after  the  war  to 
give  servicemen  (and  women)  inten¬ 
sive  training  to  prepare  them  for 
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teaching,  the  staffs  of  English  schools 
are  hopelessly  overburdened.  Large 
numbers  of  new  teachers  will  have  to 
be  trained.  In  most  areas  new  schools 
will  have  to  be  built  to  enable  this  new 
service  to  be  provided.  Much  of  this 
involves  long-term  planning,  and  is 
scarcely  yet  begun.  Nevertheless  some 
thousands  of  temporary  but  well- 
equipped  buildings  are  being  added  to 
schools  all  over  the  country  to  accom¬ 
modate  the  children  who  will  stay  an¬ 
other  year  at  school  from  now  on. 

3 

In  normal  years,  before  the  war, 
there  were  some  40,000  full-time  stu¬ 
dents  in  the  universities  of  England 
and  Wales.  Nearly  80  percent  of 
these  were  men.  The  two  ancient  uni¬ 
versities  of  Oxford  and  Cambridge 
accounted  for  11,000,  London  for 
13,000,  Wales  about  2,700,  and  the  re¬ 
maining  eight  provincial  universities 
about  13,000.  This  means  that  about 
1  in  900  of  the  j)opulation  was  a  Uni¬ 
versity  student  at  a  given  time. 

.  Wales  is  really  a  federal  university, 
wdth  four  colleges  located  in  different 
sections  of  the  country.  Scotland  with 
its  four  ancient  universities  (Aber¬ 
deen,  St.  Andrews,  Edinburgh,  and 
Glasgow)  has  a  tradition  of  its  own, 
as  does  the  Queen’s  University  of 
Northern  Ireland  with  its  home  in 
Belfast.  Oxford  and  Cambridge  have 
an  old  prestige  which  still  attracts  stu¬ 
dents  of  a  high  standard,  the  more  so 
as  the  grants  or  bursaries  which  they 
offer  are  peculiarly  attractive.  But 
the  University  of  Ix>ndon  also  has  its 
great  attraction,  particularly  its  vari¬ 
ous  specialized  institutions,  while  the 
civic  universities  like  Manchester  and 
Birmingham,  with  their  quality  of  con¬ 
tact  wdth  civic  life  and  their  range  of 


differentiation,  are  as  vigorous  as  they 
are  new. 

It  is  not  too  much  to  say  that  the 
spirit  of  democracy  flourishes  in  all 
the  British  universities,  including  Ox¬ 
ford  and  Cambridge.  Students  come 
from  the  ranks  of  the  people  at  large. 
State  Scholarships  numbering  360  are 
offered  each  year  by  the  Ministry  of 
Education.  Other  science  and  art 
scholarships  are  available  from  the 
State  as  well.  It  has  been  estimated 
that  out  of  the  total  number  of  full¬ 
time  students  at  the  university  insti¬ 
tutions  in  Great  Britain,  between  40 
and  50  percent  are  receiving  financial 
assistance  of  some  kind  from  other 
than  private  sources. 

The  universities  themselves  are  self- 
governing.  They  do  receive  aid  from 
the  State  in  the  form  of  direct  grants 
made  by  the  Treasury  on  the  advice 
of  the  University  Grants  Committee, 
and  the  modem  universities  also  re¬ 
ceive  grants  from  local  educational 
authorities.  But  the  State  does  not 
claim  any  measure  of  control  as  the 
price  of  its  grants;  and  the  universi¬ 
ties  make  their  appointments  and  di¬ 
rect  their  policy  by  their  o\vn  choice. 

At  Oxford  a  few  evidences  of  the 
prewar  atmosphere  take  away  some  of 
the  solemn  seriousness  of  contempor¬ 
ary  university  life.  Shakespearian 
plays,  philharmonic  concerts,  and  a 
string  of  good  foreign  films  have  kept 
Oxford  entertainment  on  a  high  level. 
Visitors  still  roam  Christ  Church 
meadows,  gaze  at  the  master’s  deer  at 
Magdalen  college,  and  feed  the  ducks 
in  Worcester  gardens.  Still  here  too 
are  the  strenuous  rigors  of  college  life 
which  traditionally  were  supposed  to 
sharpen  intellects.  College  baths  still 
seem  miles  across  the  “quad,”  and 
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morning  walks  to  them  in  winter 
weather  still  take  a  certain  endurance. 
College  rooms  are  still  equipped  with 
coal  fires  and  water  jugs.  The  uni¬ 
versity  proctors  and  “bullers”  are  still 
out  on  the  streets  at  night  to  try  to 
prevent  mischief.  And  the  Rugby 
XV  are  still  defeated  by  Cambridge. 

But  there  is  an  undertone  of  hard 
work  and  solemnity  which  is  a  shock¬ 
ing  change  from  the  old  days.  Oxford 
colleges  are  crowded,  tutorials  must  be 
shared,  and  undergraduates  are  with¬ 
out  any  doubt  studying  harder  than 
they  used  to.  A  weekly  total  of  forty 
hours’  private  reading,  not  counting 
lectures,  tutorials,  seminars,  and  socie¬ 


ties,  is  not  unusual.  Moustached  vet¬ 
erans  of  six  years’  war  service  contrast 
strangely  with  their  young,  17-year- 
old  classmates. 

But  universities  the  world  over  are 
different  from  what  they  were  in  1939. 
Seriousness  in  postwar  educational  cir¬ 
cles  is  not  a  British  phenomenon  alone. 
Yet  perhaps  more  than  some  other 
countries  in  the  ix>stwar  world,  Eng¬ 
land  is  conscious  of  the  crisis  she  has 
to  confront  and  her  educational  poli¬ 
cies  reflect  a  measure  of  that  concern. 
They  also  mirror  the  hope  that  stu¬ 
dents  everywhere  can  at  last  go  for¬ 
ward  to  “broader  lands  and  better 
days.” 


-HBOOK  REVIEWS)^ 


Economic  Policy  for  a  Free  Society. 
By  Henry  S.  Simons.  Chicago:  University 
of  Chicago  Press.  1948.  Pp.  ix,  353.  $3.75. 

For  those  who  did  not  have  the  good 
fortune  to  be  exposed  to  Henry  Simon’s 
penetrating  clarity  of  thought  while  he 
was  living,  this  book  may  furnish  a  valu- 
I  able  guide  to  an  exceedingly  brilliant 

mind. 

Faced  with  the  moral  and  material  in¬ 
efficiency,  the  vast  complexity,  and  the 
usual  inertia  of  societal  organization, 
thinking  people  from  time  immemorial 
have  had  to  resist  the  temptation  of  con¬ 
templative  quietism  as  the  alternative  to 
relatively  impotent  individual  action. 
Many  have  succumbed.  Inside  and  outside 
cf  monasteries,  or  their  modern  academic 
equivalent,  those  whose  energies  and 
imagination  refused  to  be  tamed  have 
often  turned  to  concocting  paper  schemes, 
“scientific”  or  utopian,  for  a  better  world. 
Simons  belonged  to  a  third  group,  rare  in¬ 
deed. 

For  him,  utopian  weaving  of  social  fa¬ 
brics  is  relegated  to  its  proper  place  in 
fantasy.  The  revolutions  he  was  interest¬ 
ed  in  had  all  taken  place.  He  was  satis¬ 
fied  that  the  basic  premise  of  individual 


freedom  had  already  been  established,  at 
least  in  the  Western  world.  Any  “revolt” 
from  the  broad  patterns  of  1688  and  1789 
was  bound  to  lead  back  to  Bourbonism. 
The  currently  popular  contrasting  of  free¬ 
dom  versus  equality  (or  security)  is  at 
best,  sloppy  thinking;  at  worst,  demago¬ 
guery.  “An  equality  imposed  from  above 
or  by  remote  authority,  is  a  negation,  not 
only  of  equality,  but  of  freedom  as  well.” 

What  is  necessary  is  to  make  workable 
the  good  we  already  possess  rather  than 
risking  its  loss  in  the  pursuit  of  doubtful 
promises.  With  freedom  as  the  objective, 
action  begins  with  the  elimination  of  con¬ 
trols.  Simons  immediately  confronts  us 
with  the  restraints  on  commercial  inter¬ 
course,  international  and  dome.stic.  The 
flog  wavers  of  “free  enterprise”  will  And 
little  comfort  here,  for  domestic  monop¬ 
oly,  corporate  and  “co-operative,”  of  labor 
and  of  agriculture,  is  consigned  to  the 
flumes  together  with  the  tariff.  But  action 
should  not  be  merely  negative.  The  essay 
ff)r  which  he  became  most  famous  is  en¬ 
titled  A  Positire  Program  for  Laissez- 
Faire,  and  is  incorporated  as  a  chapter  in 
the  book. 


BOOK  BEVIEWS 


193 


The  “good  society”  of  the  modern  world 
is  based  on  an  exchange  economy.  In  such 
H  world  it  is  of  major  importance  that 
money,  the  medium  of  exchange,  be  of 
stable  value.  Here,  together  with  the 
attack  on  monopoly,  is  found  the  key  to 
the  elimination  of  excessive  fluctuation  in 
the  level  of  business  activity.  .\8  things 
stand,  the  value  of  money  is  determined 
in  a  “chaos  of  private  flnancial  practices, 
central  bank  action,  fiscal  measures  and 
tariff  changes.”  Rules  can  and  must  be 
formulated  where  the  public  authorities, 
particularly  the  treasury,  will  be  able  to 
bring  some  order  out  of  this  chaos.  Rig¬ 
orous  restraint  of  private  creation  of  near- 
money,  notably  short-term  credit,  is  a 
prime  necessity  on  the  one  hand,  and  a 
program  of  fiscal  stimulants  and  seda¬ 
tives,  combined  with  governmental  powers 
to  create  (and  destroy)  effective  circulat¬ 
ing  media,  is  imperative  on  the  other. 

Alt  this  is  good.  But  what  of  the  prob¬ 
lem  of  ine<juality?  Are  the  poor  to  be 
always  with  us?  It  is  here  where  Simons 
was  most  misunderstood.  Ilis  insistence 
upon  freedom  in  a  period  when  men  were 
trampling  liberty  in  a  mob  rush  for 
“security,”  caused  many  who  should  have 
known  better  to  accuse  him  of  callousness. 
Ilow  can  one  speak  of  freedom  to  men 
without  bread?  How  indeed!  But  the 
bread  is  not  secured  by  following  leaders 
on  horseback.  It  is  by  work  that  bread 
is  secured,  and  it  is  with  a  well-function¬ 
ing  exchange  society  that  work  is  made 
roost  efficient,  where  it  will  return  the 
most  bread.  And  if  honest  work  still 
leaves  Inequality,  as  clearly  it  must,  given 
the  natural  differences  in  the  supply  of 
energy,  imagination  and  luck,  the  just  so¬ 
ciety  can — no.  it  must ! — use  the  tax  arm 
to  rectify  the  grosser  discrepancies.  It 
is  at  this  point  where  some  of  Simons’ 
heaviest  guns  are  trained  on  the  inequities 
caused  by  sales  and  excise  taxes,  and 
vhere  his  proposals  on  income  and  inheri¬ 
tance  taxation  speak  with  the  combined 
voice  of  justice  and  reason. 

Economic  Policy  for  a  Free  Society  is 
not  likely  to  become  source  material  for' 
the  advocacy  of  economic  anarchy  under 
cover  of  “free-enterprise”  at  Rotary  lun¬ 
cheons.  But  for  all  those  who,  conscious 


of  their  membership  in  organized  society, 
are  seeking  rational,  nondoctrinaire  ap¬ 
proaches  to  the  difficulties  of  a  troubled 
world,  this  is  highly  recommended  read¬ 
ing,  —  Renzo  Bianchi,  Cableton  College. 

Alternative  To  Serfdom.  By  John 
Maurice  Clark.  New  York:  Alfred  A. 
Knopf,  1948.  Pp.  XII,  153.  $2.00. 

This  book  is  an  optimistic  approach  to 
one  of  the  thorniest  problems  facing  the 
American  people  today :  how  to  reconcile 
the  conflicting  interests  of  organized 
monopolistic  groups  (whether  composed  of 
businessmen,  laborers,  or  farmers)  with 
the  general  welfare,  and  how  to  achieve 
real  security  for  individuals  and  groups 
without  sacrificing  essential  freedom  and 
economic  progress.  The  author  “believes 
that  the  subject  matter  of  social  life  has 
burst  the  compartments  of  the  conven¬ 
tional  academic  containers.”  The  text  was 
delivered  in  the  form  of  five  lectures  on 
the  William  W.  Cook  Foundation  on 
American  Institutions  at  the  University  of 
Michigan  and  is  appropriately  dedicated 
to  the  sociologist,  Charles  Horton  Cooley, 
whose  book  Social  Process  and  other  writ¬ 
ings  have  greatly  influenced  the  thinking 
of  the  author. 

The  basic  thesis,  which  is  skillfully  de¬ 
veloped  by  considering  first  the  basic 
needs  of  man  and  then  how  to  achieve 
their  satisfaction  in  the  light  of  existing 
institutions,  is  that  the  price  of  freedom 
is  its  responsible  exercise.  The  position 
taken  is  that  “we  have  deluded  ourselves 
that  irresponsible  self-interest  could  org¬ 
anize  a  community  in  which  men  not  only 
could  progress,  but  could  live  in  dignity 
and  harmony  while  doing  it.”  Clark  be¬ 
lieves  that  the  market  neglects  some  of 
the  most  basic  wants  of  man,  and  in  addi¬ 
tion,  may  pervert  others.  He  contends 
that  these  wants  can  best  be  met  by  mak¬ 
ing  this  “social  animal”  called  man  an 
active  member  of  some  organized  group 
which  is  smaller  and  more  personal  than 
the  state.  Thus  his  position,  though  un¬ 
orthodox,  is  conservative,  for  the  author 
finds  it  neither  necessary  nor  desirable 
(and  not  possible  in  any  case)  to  destroy 
existing  groups  in  the  American  economy 
ii;  the  interests  of  “atomistic  competi- 
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tion,”  nor  does  he  favor  replacing  present 
market  controls  with  the  authoritative 
control  of  the  state,  whether  that  control 
br.  centralized  or  decentralized.  Instead 
he  favors  the  continuation  of  some  form 
of  “mixed  economy”  similar  to  what  we 
have  and  contends  that  the  most  promis¬ 
ing  and  most  desirable  solution  lies  in 
making  individuals  and  groups  behave  in 
a  responsible  manner. 

Professor  Clark  is  keenly  aware  that 
these  organized  groups  perform  semigov- 
ernmental  functions,  that  they  may  use 
their  power  for  purposes  of  monopolistic 
exploitation,  and  that  the  line  between 
what  may  be  called  justified  security  poli¬ 
cies  and  antisocial  monopoly  policies  of 
such  groups  is  indeed  a  shadowy  one;  but 
he  finds  himself  logically  forced  to  the  con¬ 
clusion  that  the  only  real  hope  for  our 
civilization  is  in  attempting  to  keep  a  tol¬ 
erable  balance  of  power  between  these 
groups  and  in  developing  a  keen  sense  of 
responsibility  in  the  people  that  compose 
the  system.  The  author  considers  various 
approaches  to  the.se  basic  requirements, 
and  although  many  questions  are  left  un¬ 
answered.  even  the  skeptic  would  find  the 
analysis  both  stimulating  and  profitable. 
And  those  who  believe  that  the  creation 
of  a  unified  religion  or  a  unified  philosophy 
is  the  best  way  to  make  people  behave 
ill  the  approved  manner,  thus  solving  the 
basic  problem  of  social  organization,  will 
find  his  refiections  particularly  challeng¬ 
ing. 

It  is  important,  however,  that  the  book 
he  approached  in  the  same  light  in  which 
it  was  written,  not  as  a  definitive  state- 
n  ent  nor  as  a  comprehensive  treatise,  but 
rather  as  a  line  of  thought  which  is 
worthy  of  critical  examination  and  fur¬ 
ther  exploration.  Of  nece.ssity,  much  that 
could  have  been  said  on  the  general  prob¬ 
lem  of  eliminating  unnecessary  restric¬ 
tions  on  competition  and  maintaining  as 
much  effective  competition  as  possible,  is 
omitted  entirely.  And  no  consideration 
is  given  to  the  possibility  of  framing  laws 
and  possibly  creating  an  administrative 
ccmmission  for  the  purpose  of  separating 
those  activities  of  groups  which  are  so¬ 
cially  defensible  from  those  which  are  not. 
Nevertheless,  Professor  Clark’s  chapters 


cr  “Competition  and  Security”  and  “Revo¬ 
lution  in  Elconomics:  After  Keynes 
What?”  and  “Responsible  Individuals  in 
Responsible  Groups”  will  repay  careful 
reading.  W’hatever  its  shortcomings,  this 
stimulating  book  is  further  evidence  of 
the  breadth  of  vision  and  critical  insight 
of  one  of  .\merica’8  leading  economists. 
•John  Maurice  Clark  of  Columbia  Univer¬ 
sity.  —  Floyd  A.  Bond,  Pomona  College. 

USSR:  A  Concise  Handbook.  By  Ern¬ 
est  J.  Simmons,  editor.  Cornell  Univer¬ 
sity  Press.  1947.  Pp.  494.  $4.50. 

This  book  is  a  useful  comiiendium  of 
factual  information  about  the  Soviet 
Union,  and  should  prove  to  be  of  interest 
and  value  to  the  student  and  the  general 
public.  It  includes  twenty-seven  articles 
on  Soviet  Russian  geography,  government, 
economics,  social  institutions,  natural  sci¬ 
ence,  philosophy,  literature,  and  the  arts, 
each  the  work  of  a  scholar  in  the  particu¬ 
lar  field. 

These  essays  constitute  the  entire  sec¬ 
tion  of  the  Encyclopedia  Americana  on 
the  Soviet  Union,  but  had  their  origin  in 
a  series  of  courses  on  “Contemporarj-  Rus¬ 
sian  Civilization”  given  at  Cornell  Univer¬ 
sity  in  the  summers  of  1943  and  1944.  The 
staff  members  responsible  for  these 
courses  were  invited,  with  other  authori¬ 
ties  on  the  subject,  to  write  the  articles 
on  the  U.S.S.R.  for  the  encyclopedia,  and 
the  articles  now  are  collected  in  this  book. 
The  editor  states  that  it  is  the  objective 
of  the  book  to  provide  “the  kind  of  basic, 
factual  survey  .  .  .  needed  for  an  introduc¬ 
tion  to  the  study  of  the  civilization  of 
Russia  and  the  Soviet  Union.”  'Fhat  ob¬ 
jective  has  been  achieve<l. 

There  is,  as  must  be  expected,  a  certain 
aridity  about  a  collection  of  primarily  fac¬ 
tual  material  such  as  this.  Yet,  surpris¬ 
ingly  enough,  the  articles  make  rather  in¬ 
teresting  reading.  Perhaps  it  is  because 
of  the  prevalent  abundance  of  ignorance 
and  misinformation  concerning  the  Soviet 
Union,  coupled  with  the  obvious  timeliness 
cf  the  subject,  that  this  is  true,  but  never¬ 
theless  it  must  be  admitted  that  the 
authors  of  these  articles  frequently  dis¬ 
play  literary  skill  as  well  as  factual  pro¬ 
fusion.  The  book  will  not  pall  upon  the 
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intellectual  tarte-buda  of  any  but  the 
erudite,  and  certainly  will  be  of  no  In- 
conaiderable  informative  value  for  most 
of  us. 

One  of  the  best  of  the  articles  is  that 
on  “National  and  Kacial  Minorities,”  writ¬ 
ten  by  Corliss  Lamont  and  appearing  first 
in  the  order  of  contents.  Among  the  seven 
articles  on  the  “political  science”  of  the 
U.S.S.R.,  those  dealing  with  “Jurispru¬ 
dence”  (by  the  well  known  authority, 
John  N.  Hazard)  and  “Diplomatic  Rela¬ 
tions  With  The  United  States”  (by  Fred¬ 
erick  L.  Schuman)  are  particularly  meaty. 
The  five  articles  on  Soviet  economics  leave 
a  good  deal  to  be  desired,  probably  due 
to  the  somewhat  more  technical  and  defin¬ 
itely  more  controversial  nature  of  this 
part  of  the  subject-matter,  but  will  be 
satisfactory  to  those  for  whom  economics 
is  purely  a  descriptive  science.  (If  used 
for  pedagogical  purposes,  it  is  to  be  hoped 
that  this  part  of  the  book  will  be  supple¬ 
mented  with  a  good  text  in  economic  prin¬ 
ciples  or  comparative  economics.)  Follow¬ 
ing  the  articles  on  Soviet  economics  are 
four  articles  on  social  institutions,  medi¬ 
cine,  education,  and  religion  in  the 
U.S.S.R. 

Perhaps  the  best  group  of  articles  is 
that  which  deals  with  science  and  the 
humanities  in  the  Soviet  Union.  The  arti¬ 
cles  on  the  philosophy,  language,  litera¬ 
ture,  drama,  music,  art,  architecture,  and 
scientific  history  of  this  increasingly  sig¬ 
nificant  civilization  cover  a  great  deal  of 
ground  with  surprising  thoroughness  in  a 
relatively  short  space,  and  help  to  com¬ 
pensate  for  the  average  reader’s  tendency 
to  underestimate  the  singular  importance 
of  an  understanding  of  the  Russian  mind 
as  a  prerequisite  to  any  consideration  of 
Soviet  society.  The  articles  on  the  Rus¬ 
sian  language,  literature,  and  drama  were 
written  by  the  editor.  There  are  two  ex¬ 
cellent  indexes  (of  names  and  of  places), 
and  some  of  the  bibliographies  which  are 
appended  to  the  articles  are  valuable. 

The  usefulness  of  the  book  would  be  en¬ 
hanced  considerably  by  the  addition  of  a 
few  good  maps  and  an  introduction  or 
supplementary  chapter  which  might  at¬ 
tempt  to  integrate  the  articles  into  a 
more  generalized,  corporately  significant 


whole.  But  these  deficiences  can  be  sup¬ 
plied  by  the  reader’s  own  efforts,  and  do 
not  prevent  the  book’s  being  of  substan¬ 
tial  value  for  the  purposes  indicated.  It 
is  worth  the  general  reader’s  perusal. 

—  C.  W.  Gillam,  Cakleton  College 

Occupational  Pamphlets:  An  Annotated 
Bibliography.  By  Gertrude  Forrester. 
New  York.  The  H.  W.  Wilson  Company. 
1948.  351  pages.  $2.50. 

The  amount  of  pamphlet  material  in 
the  area  of  vocational  guidance  is  posi¬ 
tively  amazing.  Librarians  have  reported 
that  this  sort  of  literature  on  occupations 
is  being  called  for  with  a  high  degree  of 
frequency.  These  pamphlets,  for  purposes 
of  everyday  vocational  counseling,  are  in 
many  ways  more  practical  than  books. 
Pamphlets  and  brief  monographs,  each  one 
describing  a  single  occupation  or  occupa¬ 
tional  field,  are  less  expensive  than  books; 
they  give  a  terse  resume  of  the  require¬ 
ments,  conditions,  and  rewards  of  an 
occupation;  they  can  be  discarded  and 
cheaply  replaced  when  they  become  obso¬ 
lete.  Because  of  these  features,  pamph¬ 
lets  have  become  the  most  popular  form 
It  which  to  store  and  convey  information 
about  occupations.  Their  number,  conse¬ 
quently,  has  become  almost  overwhelming. 

Dr.  Forrester’s  contribution  is  a  com¬ 
pletely  new  bibliography  and  central  in¬ 
dex  of  this  pamphlet  material.  It  goes 
without  saying  that  her  product  is  of 
supreme  importance  to  vocational  guid¬ 
ances  and  to  American  educations.  This 
handbook  is  a  “must”  for  librarians  and 
vocational  guidance  counselors. 

Summer  at  Yellow  Singer’s.  By  Flora 
Bailey.  Macmillan,  New  York,  1948,  199 
pp.,  $2.50. 

Far  too  few  regional  books  are  published 
for  boys  and  girls;  Ffummer  At  Yellow 
Sinffer'g  is  a  fascinating  addition.  Jon 
and  Judy’s  experiences  while  spending  the 
summer  in  Navaho  Land  with  their  eth¬ 
nologist  parents  proves  a  story  rich  in 
colorful  Indian  lore,  living  and  tribal 
ceremonials.  Written  with  a  fresh,  fiuid 
style  and  introducing  new  and  highly  in¬ 
dividual  characters,  it  is  a  book  that  will 
excite  and  broaden  the  minds  of  its  young 
readers,  8  to  12. 


Better  Public  Relations:  No.  1  Problem  of  Schools 

“There  is,  therefore,  every  reason  why  the  American  people  should  know  their 
schools,  and  contribute  more  generously  to  their  financial  support.  To  provide  a  con¬ 
tinuous  flow  of  information,  and  to  arrange  for  the  cooperation  of  citizens  in 
strengthening  our  schools,  alert  administrators,  teachers,  and  boards  of  education 
are  organizing  well-staffed  public  relations  programs  as  an  integral  part  of  the 
school  services. 

“Mr.  Horn’s  book  is  a  practical  aid  to  the  personnel  engaged  in  such  work.  His 
subject  matter  deals  effectively  with  the  mediums  and  with  the  technics  of  school 
publicity.  Emphasis  is  placed  upon  the  newspaper  and  the  radio.  The  publication 
is  timely,  comprehensive,  and  practical.  It  will  make  a  substantial  contribution  to 
educational  progress  in  a  critical  period.” 

— From  the  Foreword  by  BELMONT'  FABLEY, 

Director  of  Press  and  Radio  Relations,  NEA. 

PUBLIC-SCHOOL 

PUBLICITY 

A  Practical  Guide  (or  Teachers  and  Administrators 

By  eUNNAR  HORN 

Head  of  English  D*pt.  and  Diractor  of  Publications 
Banson  High  School,  Omaha,  Nabratka 

This  is  a  practical,  how-to-do-it  book,  prepared  to  help  schools  and  school  systems  to 
increase  the  amount  of  favorable  publicity  they  receive  in  the  community.  It  is  a 
book  packed  with  usable  suggestions,  information  on  method  and  technique,  and  wise, 
advice.  And,  believe  it  or  not.  here’s  a  professional  book  that’s  written  in  a  bright, 
simple,  down-to-earth  style — and  even  has  28  humorous  illustrations.  You’ll  enjoy 
reading  these  5  sections: 

10  chapters  on  where  to  find  school  news 
7  chapters  on  how  to  write  school  news 
5  chapters  on  how  to  get  news  stories  published 
5  chapters  on  how  to  get  the  school  on  the  air 
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